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CHAIRMAN’S STATEMENT

FREHES

Annual Profit

The audited profit attributable to the owners of Welling Holding Limited (the
“Company”) and earnings per share of the Company and its subsidiaries
(together, the “Group”) for the year ended 31 December 2012 (the “Year”)
amounted to approximately HK$640,256,000 (2011: approximately
HK$607,563,000) and HK22.69 cents (2011: HK21.56 cents) respectively,
representing a profit growth of 5.4% as compared to the results of last
year. Our gross profit margin for year 2012 increased to approximately
15.7% (2011: approximately 11.5%).

Overview

The business environment in 2012 was extremely difficult for enterprises.
The European sovereign debt crisis continued to unfold, the United States
Federal Reserve Board further implemented the quantitative easing in
monetary policy and the international financial market and commodity
market kept fluctuating. All of these factors combined to drag down the
global economy. As affected by external economic conditions, domestic
economic growth slowed down with high inflationary pressure in China,
and improvements were not seen until the fourth quarter when domestic
consumption and external demand picked up. In general, the whole year
has been affected by the macro-environment. For the whole year, in
addition to the impact of macro economy, the implementation of the
government’s real estate control policy with further outreach and the expiry
of several stimulus policies such as the “Home Appliances Subsidy for
Rural Areas” (covering ten provinces and municipalities including Hubei,
Anhui, Jiangsu and Chongging) have led to a full correction for the home
appliance industry in China. The new round of “projects on energy-saving
products for the people’s benefit” has further driven product mix
adjustment in the home appliance industry. Industries engaged in
intermediary products such as home appliance motors and their
components, the demand for which was dependent on the end-products
of home appliances, have suffered from the severe impact as a
consequence.

Confronted with the challenges of a difficult market environment, the Group
continued to pursue strategic transformation in order to persistently
enhancing the value of corporate assets with focus on the quality of
growth. Through the improved management and enhanced products
quality, we are striving to pursue the maximisation of our profit. To further
deepen our strategic transformation, integrate our resources and optimise
operation flow, the Group underwent a significant organisational
restructuring with the merge of two original major business divisions (Micro
Motor Division and Washing Motor Division) to become the new Motor
Division in December 2012.
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CHAIRMAN’S STATEMENT

FREHES

In connection with the product mix adjustment and customer base
expansion, we continued to strengthen our management and development
of strategic products, while increasing our efforts in brand building and new
product promotion to raise our brand recognition. We capitalised on the
rapid development of frequency conversion for domestic home appliances
by making prompt decisions to advance the investment in and accelerate
the expansion of our production capacity for direct-current motors to
snatch up share in the domestic market for direct-current motors. We have
expedited the process of product development matching for our
cooperative strategic customers at their overseas bases in China. As a
result, breakthrough in sales has been achieved with a year-on-year growth
of 123%, coupled with the development of the most comprehensive range
of products in the sector of direct-current motors for home air-conditioners
and a substantial increase in market share which has put us in a dominant
position among Chinese enterprises in this industry and further enhanced
our reputation. After enhancing cooperation with our existing customers in
air-conditioning alternate-current motors, commercial production of
commercial motors for supply to top-brand manufacturers has started
smoothly. Besides, we also strengthened collaboration with manufacturers
specialised in central air-conditioners and substantially increased the
customer satisfaction and dependence. Cultivation of strategic products is
in good progress, we continued to fortify our cooperation with servo motors
manufacturers and also increase our efforts in the development of vehicle
motors, sales of which increased by 319% as compared to the same
period of last year. We have accelerated the development of booster
pumps for water purifiers and started bulk supply.

With regard to technological innovation, a two-tier specialised regime for
technological research and development (“R & D”) has been built
comprising the Technology Development Centre in Shunde headquarter
and the Shanghai R & D centre. The Technology Development Centre is
fully responsible for the new products development and the R & D system
management, while the Shanghai R & D centre is responsible for the
research of cutting-edge technologies, development of platforms for novel
products and patent management. Currently, these two centres employ a
total of 198 professionals specialised in R & D, of whom four people are
Ph.D. degree holders and forty people are master’s degree holders. In
2012, Motor Division filed a total of thirty-three (33) applications for patent
registration, of which eight (8) applications are patent for invention.
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CHAIRMAN’S STATEMENT
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For enhancement of product quality and manufacturing technologies, we
continued to hire experts specialised in quality control and lean production
process from Japan, Korea and Hong Kong in 2012 to help enhance the
motor manufacturing technologies and product quality management
standard. Through adjustment to our manufacturing layout, we enhanced
our on-site management, perfected our quality management system. We
fully implemented total quality management model to achieve continuous
improvements in production efficiency and product quality.

In investment management, we have swiftly expanded our production
capacity for air-conditioning direct-current motors to increase the annual
production volume to fulfill the customers’ requirements and expedited the
construction progress of the commercial motors production base in
Changzhou, in a bid to capitalise on opportunities presented by the switch
from alternate-current technologies to direct-current technologies in the air-
conditioners industry as well as the future trend of focusing on commercial
air-conditioners.

In conclusion, the Group underwent internal and external adjustment for
transformation in 2012 which help achieve the greatest possible effect of
reducing the negative impact of a deteriorating economic environment
through implementation of a range of effective measures. As such, our
Group has secured significant improvements in corporate profitability and
fortified the market position of our principal products. This is conducive to
lay down an effective mechanism and management foundation which could
benefit the Group for its long-term and sustainable development.
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Prospects

2013 will be a crucial year for the Group’s endeavour to advance its
institutional transformation and management upgrade and to improve its
profitability in all aspects. The economies at home and abroad are currently
undergoing a period of austerity and are expected to remain so in the
foreseeable future, while the negative impact of the European sovereign
debt crisis has yet to be fully written off. The energy prices, raw material
prices, investment input for environmental protection continue to rise, in
particular, labour cost is still a major issue for the manufacturing sector.
The ongoing real estate control policy and the expiry of the subsidy policy
for rural areas under the universal benefit regime, both will adversely affect
the home appliance industry and its related sectors. However, the
possibility of further deterioration in the economy of the United States and
Eurozone reduced, the economy of China is expected to stablise and the
real estate market rebounded, it is expected to drive up the domestic and
export demand for China’s home appliances. Our strategic direction clearly
articulated, we are fully aware that opportunities as well as risks exist in the
market. Our work in transformation and upgrade is in compliance with the
government’s directives to drive industrial upgrade and consolidation and
in line with the trends of the home appliance industry, namely
transformation and upgrade, product mix optimisation and changing
development patterns. As a leading enterprise of the home appliance motor
industry, we will continue to keep close with the development trends of the
industry and the related government policies, conduct in-depth research on
the industry’s development trends, accelerate the launch of new products
and reinforce the market position of our core products, leverage on the
irreversible trend of the use of direct current in frequency conversion
technology to continue to accelerate the adoption of direct current in our
product lines, enhance the expansion of our production capacity of direct
current motors to enable the full use of direct current in air-conditioners,
refrigerators and washing machines, striving for significant growth in direct
current motor so that it will become a core pillar product of the Company;
meanwhile, we will actively incubate and develop products other than home
appliance motors, such as servo motors and vehicle motors, through
enhanced cooperation with external excellent enterprises.
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In 2013, the Group will continue to expedite its pace of product mix
adjustment and persist to focus on core products. So long as profitability is
secured, we will strive to maximise our market scale and steadily increase
our market share; leverage on market opportunities to improve market
share of our strategic products; and enhance the R & D of new products
and technologies in connection with incubated products in order to step up
with market development. We will continue to increase our efforts in
expansion of external customers and seek more businesses with major
customers by broadening the scope of cooperation. We will focus on
seeking new customers from new markets and deepen our collaboration
with expert central air-conditioners manufacturers as well as Asian giant
enterprises of washing products. We will strengthen our competitive edge
in core technologies and improve the core competitiveness of our products
by continuing to increase investments in R & D and enhance the building of
our R & D system and technology expert teams, perfecting our R & D
regime and advancing our research in fundamental technologies. We will
also continue to optimise our corporate assets, raise our level of lean
production process, carry out changes in manufacturing technologies at
more sophisticated level, and exercise stringent control over investment
risks. Further improvement in product quality will be sought through
ongoing initiatives for the perfection of quality control and the
implementation of a quality management regime focused on product
quality.

Looking ahead, while significant turnaround of the global economy in the
near future is not likely to happen, there are indeed slight improvements in
the economic fundamentals conditions of the United States and Euro zone.
In China, competition in the home appliance industry has become more
rational, while emerging economy entities will still hold out more
development opportunities. The Group will adjust its strategy in a timely
manner based on market requirements, and will also enhance forward-
looking research based on the technological development trends and
product features of this industry, so that it will be able to promptly seize any
market opportunities and maintain its leading edge among peers, in a bid
to grow into one of the world’s best suppliers of home appliance motors,
efficient energy-saving motors and related solutions, providing sustainable
returns for shareholders, sound career development opportunities for
employees and ever greater value for the community in general.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Business Review

Financial Results

The Group’s profit attributable to the owners of the Company and earnings
per share for the year ended 31 December 2012 amounted to
approximately HK$640,256,000 (2011: approximately HK$607,563,000)
and HK22.69 cents (2011: HK21.56 cents) respectively, representing a
profit growth of 5.4% as compared to the same period last year.

The Group’s turnover from continuing operations for the year ended 31
December 2012 amounted to approximately HK$7,787,502,000 (2011:
HK$10,490,373,000), representing a decrease of approximately 25.8% as
compared to the same period last year. The Group’s gross profit margin
was approximately 15.7% (2011: 11.5%). Net asset value per share of the
Group as at 31 December 2012 was HK$1.08 (2011: HK$0.89).

Analysis of Major Business Operations

In 2012, domestic and global economic situation continued to deteriorate
and such continuous downslide was unexpected. Economic growth in
China slowed down, Eurozone economy headed for recession and
recovery of U.S. economy remained sluggish. In the fourth quarter, China
showed signs of economic upswing on the back of, among others, gradual
rebound of domestic consumption, modest increase in overseas demand
as well as expanding investments.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Having affected by the continuing impact of macroeconomic factors and
domestic real estate control policies since the second half of last year, the
electrical household appliances industry entered into a phase of adjustment
throughout the year of 2012. Additionally, market demand for electrical
household appliances showed periodic saturation as a result of over-
consumption boosted by prior government policies, leading to an excessive
production capacity in the entire industry. Shrinkage in sales scale affected
the earnings of manufacturers of electrical household appliances and
related industries adversely. In addition, labour cost as well as prices of
energy and input for environmental protection kept rising that imposed
great pressure for these enterprises on profitability. With an aim to regain
the PRC
government launched a new round of “projects on energy-saving products

market confidence and explore consumption potential,

for the people’s benefit” in the mid-2012. Concerns of this policy focus on
product energy-saving aspects but not on the increase in sales volume. As
such, effectiveness of the project would be more reflected in procuring
product structure adjustment as well as encouraging enterprises to
increase investments in research and development of energy-saving
technologies. In the meantime, the PRC government revised a set of
efficiency standards for electrical household appliances for further
upgrading the industry. Furthermore, sales of commodity housing have
been picking up and a large number of indemnifactory housing units have
been ready upon final inspection and receiving since the second half of
2012. As a result of the combined effects as aforesaid, a restoration of
confidence among industry players has been turned into action to grasp
market opportunities by strengthening research and development on
energy-saving products. Accordingly, the Group has seized opportunities
for growth in strategic products under its initial planning, such as direct
current motors, with concrete results shown in the second half of 2012.

7. Motors Business

In 2012, domestic market of air-conditioners, refrigerators and
washing machines continues to be in a phase of adjustment. Air-
conditioner industry, affected by the adjustment in sales strategy of
air-conditioner manufacturers, basically is in an effort to clear
inventory. Washing machine industry will be developed with focus on
the aspects of ecological design, frequency conversion technology,
wash load capacity, washer tube, intelligent design and energy-
saving etc. From January to December 2012, as compared to the
figures of the same period last year, total sales volume of household
air-conditioners for domestic and overseas markets decreased by
3.9%, total sales volume of central air-conditioners for domestic and
overseas markets increased by 4.2%, total sales volume of
refrigerator compressors for domestic and overseas markets
increased by 6.9% and total sales volume of washing machines for
domestic and overseas markets showed a slight drop of 0.13%.
(Source of the aforesaid figures: www.chinalOL.com).
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For the year ended 31 December 2012, the Group’s motors
business recorded approximately 74,153,000 units of domestic
sales and 31,225,000 units of export sales of motors (including the
domestic sales of 57,693,000 units of motor for air-conditioners and
refrigerators and the export sales of 14,385,000 units of motor for
air-conditioners and refrigerators, representing a total sales volumes
decreased by 31.3% as compared to the same period last year and
the domestic sales of 16,460,000 units of motors for washing
machines and export sales of 16,841,000 units of motors for
washing machines, representing a total sales volumes increased by
2.0% as compared to the same period last year). The aggregate
sales volume decreased by 23.4% as compared to the same period
last year. The motors business recorded a turnover of
HK$7,775,082,000 in 2012 (HK$4,604,983,000 from motors for air-
conditioners and refrigerators and HK$3,170,099,000 from motors
for washing machines), which represented a decrease of
approximately 25.2% as compared to HK$10,398,678,000 for the
same period in 2011 (HK$7,049,295,000 from motors for air-
conditioners and refrigerators and HK$3,349,383,000 from motors
for washing machines). Such a decrease was mainly due to the
domestic market downturn, a marked decline in sales of air-
conditioners of related party customers and the drop in raw material
prices leading to the overall reduction in selling price. Profit of the
motors business in 2012 amounted to approximately
HK$687,412,000 (HK$402,884,000 from motors for air-conditioners
and refrigerators and HK$284,528,000 from motors for washing
machines), which was approximately 13.0% higher as compared to
HK$608,258,000 recorded for the same period in 2011
(HK$430,534,000 from motors for air-conditioners and refrigerators
and HK$177,724,000 from motors for washing machines). The
reason of the increase in profit was mainly due to the development
of overseas markets, in particular emerging markets like Brazil, as
well as the product sales structure adjustment which increased the
proportion of sales of higher-priced high-end products.

Welling Holding Limited Annual Report 2012

BHE-ZT——F+-_A=+—HLFE =E
XN 2 EIEE4474,153,0008 + A
ZEHIEE4/531,2250004 @ BIEEREF
FE T 23.4% (éé?ﬂtﬂlﬂkiﬁ*i%?ﬁﬁfﬁ

57,693,0004 * LAKSIH(514,385,0004 -
HERAFREATFE31.3% : ﬁﬁiﬁt%\%ﬁﬁﬂ%m
ﬁ%ﬁﬁ 16,460,000 & -+ PA K SMHE{L 16,841,000
CBHERAFRE LF2.0%) o BHER
E(‘ T FEEERBEET,775,082,000
(KB R B E D R A
% 4,604,983,000 7t & &% 3,170,099,000
) B —FRBREREGEEER
715 10,398,678,000 7T ( Z= /KA T K e ik
eaif%&%%%ﬁnE‘Jz%ya%?,om,z%,ooo TL R
#3,349,383,0007T) © T#£25.2% * F2EN
HTISIEE - B B P =S L RAET
B REMEHER THEBEBEEETH - &
BMEBR_Z-—_FFNBEHNABE
687,412,0007T( 22k SR B SO EIE EHAE
5 Bl A&7 402,884,0007T M 15 284,528,000
) W ZE-——FRBZFBEREE
608,258,000 7T ( 22 /k SR M KOS A EEAE
5 Bl A% 430,534,000 & E#177,724,000
) BIRAA13.0% °» T BRAFZHNE
SNIIZRIF - FRIREASHEMS - LUKk
EnEEEEARSEERRNEINE ML

#hn o



MANAGEMENT DISCUSSION AND ANALYSIS
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In 2012, the Group continued to adhere to the profit-oriented
approach and accelerate its pace of strategic transformation. For
product and customer development, we have consolidated the
market positions of our core leading products, and grasped market
opportunities to expand the market share of brushless direct current
motor, commercial motors and pump products and speed up
market exploration and development for vehicle motors and servo
motors. In respect of the products for air-conditioners and
refrigerators, we have put more efforts in expanding the base of
external customers, particularly overseas customers, promoting
deeper and wider cooperation with our existing major customers,
seeking customers of new markets and enhancing cooperation with
expert manufacturers of central air-conditioners. In the meantime,
we have accelerated matching process in respect of the product
development of direct current motors in overseas bases for our
Japanese customers which have business relationship with us in the
PRC. With regard to the products for washing machines, by means
of existing basis of cooperation, we have penetrated to the market of
our top-brand overseas major customers in Europe and the U.S.,
and enhanced market share of our domestic major customers, so as
to further expand our market coverage of series motors, wave-wheel
motors, electrical pumps for dish washer and dryer motors. Besides,
we have intensified cooperation with existing partners, who are
leading manufacturers of small home appliances, in the motors for
food processing machines, and become stable supplier of famous
brands of small home appliances manufacturers. Breakthrough has
been achieved in developing pressure pump for water purifier,
allowing us to become stable supplier of Foshan Midea Chungho
Water Purification Equipment Manufacturing Co., Ltd (i 1L T 3£ #7%
K B ] A R D) which is one of the leaders in water
purification industry in the PRC. Also, we have established sound
cooperative relationship with other leading companies in the industry.
Operations of servo motors and vehicle motors have been ramped
up with brand position enhanced in the industry. For research and
development, we have completed development of new technology
platform as well as materialised a substantial number of patent
registrations and primary project researches. In respect of production
technology and quality control, by engaging external experts and
consultants, our production standards have been notably raised, our
site management, production process and logistics management
have been optimised. As a result of application of new techniques
and technologies as well as quality management in all respects,
production efficiency and product quality have been further
enhanced.
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In December 2012, the Group has made a critical step to further
deepen the strategic transformation, merging the two original major
business divisions (Micro Motors Division and Washing Motor
Division) to become the new Motor Division. Through restructuring
and reforming the organisation, we are able to integrate resources,
simplify operations, strengthen strategic focus and streamline
structure on the principles of “professionalism and agility” that made
us to achieve enhancement in overall operating efficiency for the
corporation and lay a solid foundation for the operations in 2013.

Business of Associate

Shanxi Huaxiang Group Co., Ltd. (“Shanxi Huaxiang”, an associate
owned as to 49% by the Group) has solidified the strength of
compressor casting parts and intensively explored potentials with a
focus on enhancement of product capability in order to ensure
profitability and sustained cash flow for the operating development.
Shanxi Huaxiang has further sped up its development of machine
processing, extended the industrial chain, enhanced products
added-value, and actively carry out integration of its internal
resources with existing resources base for synergies so as to
accelerate the forming of industry layout and rapidly secured
customers in strategic markets, becoming a bigger and stronger
company. Restructuring of engineering machinery products has
made a great progress that gradually upgrading from the previous
use of counterweight parts for forklift truck to high-end parts of
engineering machinery from Europe and the U.S., allowing Shanxi
Huaxiang to establish business relationship with strategic customers.
Meanwhile, Shanxi Huaxiang has further strengthened the
development of strategic products with expanded investments in
existing casting parts, such as vehicle parts, valve parts and high-
speed rail parts, in an effort to increase market share and optimise
its product structure.

In 2012, Shanxi Huaxiang has strengthened its internal control
system by devoting efforts to the enhancement of fundamental
management system of financial and human resources, in a bid to
gradually transform and upgrade its production structure and model,
shifting its business objective from the pursuit of scale to the
enhancement of the operation quality, so as to proactively respond
to the risk of a slump in order amid downturns of the engineering
and machinery industry and the electrical household appliances
industry.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Second phase of the new industrial park has completed and
commenced operations during the year, increasing Shanxi
Huaxiang’s production capacity to 220,000 tons of precision casting
parts and 60 million units of processing machine parts.

For the year ended 31 December 2012, Shanxi Huaxiang’s turnover
amounted to approximately HK$1,210,708,000 (2011: approximately
HK$1,328,124,000) and the Group’s share of profit from Shanxi
Huaxiang amounted to approximately HK$17,322,000 (2011:
approximately HK$19,204,000). Turnover and profit fell mainly due
to the poor business environment, orders of major customers
decreased, significant drop in sales of counterweight products and
the amortisation of expenses incurred in the construction of the
office building, shift building and public facilities which completed
and opened during the year.

In summary of the Group’s performance for the year, sales of end products
in domestic market declined due to the impacts of the macro-economic
conditions. Since the end products were at the stage of inventory
clearance, the demand for electrical household appliances suffered major
drawback. On the other hand, overseas sales were, to a certain extent,
affected by the fluctuations of the exchange rates of Euro and US Dollar
during the year as much as by the economic gloom which sweeps globally.
However, after undergoing a series of transformations in our operation, the
Group has successfully and significantly improved its profitability, with
major breakthroughs in the expansion into overseas markets for particular
key products, which reduce the challenges of the impact on the Group
from the severe downturn in business environment as said above. In line
with the inventory level of domestic manufacturers of electrical household
appliances going lower, a more rational competition amongst industry
players will appear. Along with a series of policies adopted by the PRC
government to provide impetus for industry growth and corporate
reorganisation, all of these factors are favorable to the growth of the
electrical household appliance industry. The Group will continue to observe
closely state-imposed policies as well as the latest changes of the industry
in order to seize business opportunities and adjust our development
strategy in a timely manner. As our efforts subsist to optimise our product
mix, expand into overseas market, and strengthen the competitiveness of
core products, we shall benefit from further improved profitability while the
business growth of the Group could be sustained.
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Financial Review

Liquidity and Financial Resources

The Group has maintained a healthy financial and liquidity position with a
current ratio of 140% as at 31 December 2012 (2011: 128%). During the
year ended 31 December 2012, given that the Group has maintained
sufficient cash and cash equivalents, less notes receivable were discounted
compared with previous year so as to save interest expense, resulted in an
increase of notes receivable of HK$315,147,000 for the Year. As a result,
the Group only recorded net cash inflow from operating activities amounted
to approximately HK$232,358,000 for the Year (2011: HK$683,106,000),
represented a decrease of approximately 66% as compared to the same
period last year. All notes receivable are issued and accepted by
commercial banks which will be matured within 6 months and can be
discounted upon request.

As at 31 December 2012, the Group was in a net cash position of
HK$529,413,000 (2011: HK$717,174,000), representing cash and cash
equivalents and pledged bank deposits of approximately HK$965,315,000
less total bank borrowings of approximately HK$435,902,000 (comprising
approximately HK$306,714,000 would be due within one year and
approximately HK$129,188,000 would be due over one year).

Financial Ratios

The following are certain financial ratios of the Group as at the consolidated
statement of financial position date:

B ERR
REBE S RMABER

REBE B RRBESIRNER R ——F 1+
AT —BZRBHEERRE140% (2T ——F :
128%) c BE—E——F+-_A=1+—HILFE &
PASEREER R RNRE RIRSEEY  BAEEF
ELEITRRERE - LEEFBMY - BEFR
FEMRIR A - RGNS #E315,147,0007T o #utt -
FANAEEESBLEETHRSTAFENSE
232,358,0007T(=Z ——4F : ##683,106,0007T)
FILL T Bc4966% © A EEFTA IR IEY B 5 R1T
B RAN - BNEAREIE  ATEESRENR -

—E—ZFF+ZA=t—H AEEERNFRS
IREE  SFIR S BEREB 520,413,000 70 ( — T ——
F 8% 717,174,0007T) - BEEKREFEYR
BRI TIF B4/ 965,315,000 70 = AR SR TS
FRE) B 435,902,000 (B FEXYA#5306,714,0007T
A —F R EHf R 497885 129,188,000 TR BB —F 14
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BrFsEL R

TERIFIRARRAMBRRE A A RE NS T
=

2012 2011
—T—=F —T——%F
Inventories turnover (Note 1) FEREEH(MED) 37 daysH 50 daysH
Trade receivables turnover (Note 2) & 5 R B A
(Ff5E2) 77 daysH 46 daysH
Trade payables turnover (Note 3) Z S ENREEE
(HI7E3) 72 daysH 69 daysH
Current ratio (Note 4) MBI (B7E4) 1.40 timesf& 1.28 timesf&
Notes: BdaE -
1. Inventories turnover is calculated based on the average of the opening 1. GERAEHERBEFVNFERFREEFHIEBRUE

inventories and closing inventories divided by the cost of goods sold for
continuing operations of the year, and multiplied by the total number of days
of the year.
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2. Trade receivables turnover is calculated based on the average of the opening
and closing of trade receivables of third parties and related companies,
divided by the turnover for continuing operations of the year, and multiplied
by the total number of days of the year. Increase in days of trade receivables
turnover is due to the increase of approximately 20% in export sales during
the year, which credit period is longer than domestic sales.

3. Trade payables turnover is calculated based on the average of the opening
and closing of trade payables of third parties and related companies, divided
by the cost of goods sold for continuing operations of the year, and
multiplied by the total number of days of the year.

4. Current ratio is calculated based on the year-end current assets divided by
the year-end current liabilities.

Pledge of Assets

As at 31 December 2012, the Group’s banking facilities were secured by
certain property with net book value of approximately HK$53,126,000
(2011: approximately HK$43,253,000) and certain leasehold land and land
use rights with net book value of approximately HK$44,937,000 (2011:
approximately HK$46,102,000) of the Group.

Contingent Liabilities

Save as the financial guarantees as disclosed below, as at 31 December
2012 and 2011, the Group and the Company did not have any material
contingent liabilities.

Financial Guarantees

As at 31 December 2012, the Group has given guarantee to banks in
respect of the banking facilities extended to the associates of the Group of
approximately HK$719,571,000 (2011: approximately HK$528,556,000).
As at 31 December 2012, bank loans of approximately HK$540,141,000
(2011: approximately HK$470,581,000) being guaranteed by the Group to
associates have been drawn down.

Capital Expenditure

For the year ended 31 December 2012, the capital expenditure of the
Group was approximately HK$331,116,000 (2011: approximately
HK$410,503,000) related to the purchase of property, plant and
equipment, leasehold land and land use rights.
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Derivative Financial Instruments

As at 31 December 2012, the Group’s outstanding derivative financial
instrument assets and liabilities under various copper and aluminium future
contracts and foreign exchange forward contracts amounted to
approximately HK$14,997,000 and HK$8,913,000 respectively (2011:
derivative financial instrument assets and liabilities of approximately
HK$16,792,000 and HK$240,000 respectively).

Exposure to Exchange Rate Fluctuations

During the Year, approximately 37% of the Group’s turnover was derived
from export trading settled in Euro and US dollars. In the meantime, the
Group has also imported raw materials from the suppliers which were paid
in Euro and US dollars for settlement. As a result, foreign exchange risks
associated with these currencies were partially offset. On the other hand,
the Group has made arrangements to purchase foreign exchange forward
contracts to hedge against foreign exchange exposure arising from export
trading. The Group has stringent control over the risk of exchange rate
fluctuation, and will review from time to time the sufficiency and
appropriateness of the financial instruments which were currently used to
hedge significant foreign currency risks.

Capital Commitments

As at 31 December 2012, the Group has contracted capital commitments
in respect of the purchase of property, plant and equipment amounting to
approximately HK$120,267,000 (2011: approximately HK$89,776,000).

Human Resources

As at 31 December 2012, the Group had approximately 12,639 full time
employees in Hong Kong and in the PRC. While the Company was supported
by a team of young and competent staff, it does not ignore the importance of
the development, management and future planning of its human resources.
With the use of open recruitment, job rotation, internal promotion and
professional training for the recruitment, deployment and nurture of
employees, it is intended to ensure the selection and deployment of
employees to be carried out in an open, fair and equitable manner. Besides, it
could also provide staff with a platform for their further promotion and
development. Through the implementation of comprehensive human
resources management, it is aimed at achieving the objectives of enhancing
employees contributions to the Group and shaping the Group’s strategic
advantages in human resources.
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The Group has adopted a share option scheme for employees as an
incentive to motivate employees by linking their interests to the future
development and expansion of the Group. The Group currently provides
staff with competitive remuneration packages (comprising salary, bonus
and benefits in kind), adequate insurance cover (including pension, medical
insurance, unemployment compensation insurance, work injury
compensation insurance and maternity insurance) and housing provident
fund. In addition, the Group also provides its staff with other benefits
including on-the-job academic education, meal subsidy, housing subsidy,
cooperative medical scheme services, support fund and recreational
activities etc.

Business Prospects

Looking ahead to 2013, China’s economy is expected to stabilise and
gradually pick up; the U.S. economy will see moderate recovery and the
Eurozone economy might hit rock bottom. Rebound of the domestic real
estate market will stimulate demand for electrical household appliances,
and ownership rate of electrical household appliances will be enhanced by
the “urbanisation with Chinese characteristics”. It is anticipated that
replacement demand for refrigerators and washing machines remains flat,
while both the penetration rate of air-conditioners in rural area and
prevalence of air-conditioner replacement in urban area will rise. In addition,
the marginal effects of the policy of “Home Appliances Subsidy for Rural
Areas” should have been diminishing though such policy will be completely
terminated in early 2013. The launch of a new policy on energy-efficient
products for the people’s benefit may weaken the negative impacts from
termination of the policy of “Home Appliances Subsidy for Rural Areas”
than that in 2012. In respect of exports, Asia, Africa and South America are
anticipated to be major importers of electrical household appliances, and it
is expected to further increase the percentage of China’s exports
accounted for the global demand of electrical household appliances,
including air-conditioners and washing machines. Under the current
environment, it is unavoidable for the industry to re-shuffle and undergo a
fittest survival process which will benefit those leading enterprises in the
industry. The Group will keep an eye close to the latest development of the
industry to grasp business opportunities to get an upgrade in the industry.
Meanwhile, we will further develop and expand the market of high-efficiency
and energy-saving products so as to gain more market share, consolidate
our leading position in the industry and facilitate corporate strategic
transformation.
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Our motors business will continue to adhere to the focus on core business
by on-going optimising products structure, emphasising quality
improvement and maximising profit. In addition to maintaining effective
operations in our traditional products, such as alternating current motors,
series motors and electrical reactors by sizing up market scale, expanding
market share steadily and consolidating our leading position in the industry,
we will grasp market opportunities to size up our operations in brushless
direct current motor, commercial motors and pump products, in a bid to
increase market share and establish dominant brand position in these
sectors. Concurrently, we would accelerate the development of servo
motors and vehicle motors, increase strategic investment in research and
development for new products and new technologies, such as direct
current controls and variable frequency controls, in order to lay a solid
foundation for our sustained growth in medium to long term. By integrating
and optimising marketing resources, putting more efforts on exploring
potentials of major customers and refining our approach in the cultivation of
major customers, we are committed to expand deeper and wider
cooperation with them. It is intended to achieve breakthroughs in seeking
new market customers, and enhance cooperation with expert
manufacturers of central air-conditioners, top manufacturers of washing
machines in Asia.

In order to sustain our profit growth, the Group will keep on intensifying its
strategic transformation, emphasising product quality and enhancing
product competitiveness as well as brand recognition. For the sake of
enhancing the quality of our products, quality comes first in the entire
production process from raw materials procurement to product marketing.
We will continue to optimise our internal organisation structure by
integrating and upgrading our resources of production, research and
development, supply chain, marketing as well as quality. We will keep on
boosting operational efficiency by closely observing manufacturing process
control and improving business model. Additionally, we are introducing new
applications, techniques and innovative technologies, making a
breakthrough for our core technologies and recruiting more high-calibre
personnel for core strategy in order to gather impetus for our sustainable
development.
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Shanxi Huaxiang will continue to proceed with its strategic transformation
and product structure adjustment. To take advantages of policies launched
by the central government and local governments of China, by following the
principles of “asset management” and pursuing ultimate business
objectives of “fulfillment of capacity and efficiency”, Shanxi Huaxiang will
further improve its operations in existing markets and deepen the
relationship with its existing customers, while expanding into new markets
and developing new customers. Through “potential tapping, efficiency
enhancing and cost reduction”, it is committed to achieve increase in both
scale and profits.

Corporate Business Strategies

The Group is committed to follow the guiding ideas for its development and
operations in the coming three years, which consists of “intensifying
corporate transformation, engaging actively in profit-generation and
innovation, maintaining our excellence in quality control as well as in general
operations”. Adhering to the focus on our core business, we improve our
profitability and strive for profit maximisation by optimising our product mix.
In respect of our products for refrigerators and washing machines, we
expand our major customer base in overseas markets, while our washing
motors gain us more opportunities to cooperate with customers from
Japan and Korea. We are dedicated to the expansion of our business into
emerging markets and the continual improvement of our customer
composition and our resilience. We assume an active role in product
development, and our customers are encouraged to upgrade their
products purchased from us. Through the lean production, strategic
suppliers management, technology and process innovation and internal
management enhancement, we aim at tapping potentials of cost reduction
and further enhancing product profitability. We implement closed-loop
management in quality control through perfecting the quality control
system, in which the quality of products is closely monitored from raw
material sources and during the course of production, placing due
emphasis on the quality and competitiveness of our products in order to
raise brand recognition. Resources are integrated for synergy and an
integrated control and operation system is built. We have adopted
professional operations and business expansion as our management
approach to enhance our management efficiency. We keep recruiting
strategic and technological competent high-quality talents to join the team
to raise the quality and standard of our core team, which lay the foundation
for the long-term development of the Company.
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The Company has always endeavoured to achieve a high standard of
corporate governance so as to enhance the transparency and
accountability to the shareholders of the Company. The board of directors
of the Company (the “Board”) believes that good corporate governance will
contribute to maximise the corporate value of the Company to its
shareholders.

The Company has adopted the Code on Corporate Governance Practices
(the “CG Code”) set out in Appendix 14 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) (which was updated with new requirements and renamed as
Corporate Governance Code (the “New CG Code”), taking effect from 1
April 2012) as its corporate governance policies and practices.

The Executive Committee of the Company was entrusted by the Board
with delegated authority to review the Company’s compliance with the
corporate governance practices. Having considered the review presented
by the Executive Committee, the Board confirmed that the Company had
complied with all code provisions of the CG Code during the period from 1
January 2012 to 31 March 2012 and had complied with all code provisions
of the New CG Code during the period from 1 April 2012 to 31 December
2012.

Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
(“Model Code”) as its code of conduct of the Company for Directors’
securities transactions. Having made specific enquiry with the Directors, all
of the Directors confirmed that they have complied with the required
standard set out in the Model Code throughout the Year.

The Board

The Board is responsible for laying down the Group’s future development
direction, overall strategies and policies, the evaluation of the performance
of the Group and the management and approval of matters that are of
material and substantial in nature. Senior management of the Company
was delegated with the authority and responsibility by the Board for the
day-to-day management, administration and operations of the Group.
Senior management of each division is responsible for different businesses
and functions of the Group in accordance with its particular area of
expertise. The Board has also delegated various responsibilities to the
Board committees. Details of these Board committees are set out below in
this report.
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The Board regularly reviewed the contribution required from a Director to
perform his/her responsibilities to the Company and whether he/she is
spending sufficient time performing their duties. Directors (including
independent non-executive Directors) are active in participating regular
Board meetings and other Board meetings for discussing and approving
significant issues of the Group so as to make an effective Board for a timely
strategic decision and to ensure the operations of the Group in line with
such strategies. Independent non-executive Directors perform their
monitoring role and devote their time and effort to make contribution to the
development of strategies and internal control and risk management of the
Group.

For each of the Board meetings held during the year ended 31 December
2012, each Director had been consulted beforehand and served with prior
notice to enable him/her to include matters in the agenda of the
forthcoming Board meeting.

The Board will hold four regular meetings every year at approximately
quarterly intervals. The Company generally gives at least 14 days notice in
advance for regular Board meetings and gives reasonable notice for all
other Board meetings in order to give all Directors opportunity to attend the
meetings. During the year ended 31 December 2012, the Company had
complied with the said notice requirements for Board meetings by giving all
Directors adequate time to plan their schedules to attend. All Directors are
active in participating the regular Board meetings, whether in person or
through telephone conference or video conference, to make an effort to
contribute to the affairs to be dealt with by Directors at the Board meetings.

All Directors could have accessed to the advice and services of the
Company Secretary to ensure that Board procedures are complied with the
applicable laws, rules and regulations and corporate governance practices
and policies.

The Company Secretary is responsible for taking minutes of Board
meetings which shall record in sufficient detail the matters considered and
decisions reached, including any concerns raised by Directors or dissenting
views expressed at the meetings. For each of the Board meetings held
during the year ended 31 December 2012, draft and final versions of the
minutes of Board meetings were sent to all Directors within reasonable time
(generally within 14 days for both cases) after the Board meeting had been
held for their comments and records respectively. All Board minutes are
kept by the Company Secretary and open for inspection by all Directors at
any reasonable time on reasonable notice.
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The Company’s corporate governance guidelines give all Directors the
rights, upon reasonable request, to seek independent professional advice
in appropriate circumstances at the Company’s expense, and in such
circumstances, the Board shall resolve to provide separate independent
professional advice to the Directors to assist the relevant Directors to
discharge their duties.

If a Director has a conflict of interest in a matter to be considered by the
Board which the Board has determined to be material, the matter will be
dealt with by a physical Board meeting but not a written resolution. Subject
to the exceptions set out in the Listing Rules, a Director shall not vote on
any Board resolution approving any contract or arrangement or any other
proposal in which he/she or any of his/her associates has a material
interest nor shall he/she be counted in the quorum present at the relevant
Board meeting.

For the year ended 31 December 2012, appropriate insurance cover in
respect of legal action against the Directors was arranged. The Board wiill
review regularly to ensure there is adequate insurance cover for the
Directors.

Chairman and Chief Executive Officer

The roles of the Chairman and the Chief Executive Officer of the Company
are performed by separate individuals so as to enhance the division of
responsibilities between them and to ensure a balance of power and
authority. The positions of the Chairman and the Chief Executive Officer are
held by Mr. Zhou Xiangyang and Mr. Jiang Deging respectively. Mr. Zhou
was appointed as the Chairman of the Board on 12 December 2012 in
place of Mr. Cai Qiwu who resigned as the Chairman and executive
Director of the Company on the same date.

The role of the Chairman is to be responsible for taking the lead of the
Board in determining the strategic direction of the Group, ensuring that all
Directors are properly briefed on business contemplated at Board meetings
and receive timely, adequate, complete and reliable information, good
corporate governance practices and procedures are established as well as
managing a good relationship and communication with shareholders. The
Chief Executive Officer of the Company with the support of other executive
Directors is responsible for implementation of strategic planning of different
business functions and day-to-day management of business and
operations of the Group.
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During the year ended 31 December 2012, the Chairman held a meeting
with all independent non-executive Directors without the executive
Directors present.

Board Composition

Upon completion of the change in members of the Board on 12 December
2012, the Company has complied with Rules 3.10(1) and 3.10A of the
Listing Rules regarding the appointment of at least three independent non-
executive Directors, representing at least one-third of the Board. The Board
comprises nine Directors, including six executive Directors, namely, Mr.
Zhou Xiangyang (Chairman), Mr. Jiang Deqging (Chief Executive Officer), Ms.
Yuan Liqun, Mr. Li Feide, Mr. Lu Xiaoji and Mr. Li Yang and three
independent non-executive Directors, namely, Mr. Tan Jinsong, Mr. Lam
Ming Yung and Ms. Chen Chunhua. Throughout the year ended 31
December 2012, the Company has complied with Rules 3.10(1) and
3.10(2) of the Listing Rules regarding the appointment of at least three
independent non-executive Directors including at least one independent
non-executive Director with appropriate professional qualifications or
accounting or related financial management expertise.

Mr. Zhou Xiangyang, Mr. Li Feide, Mr. Lu Xiaoji and Mr. Li Yang were
appointed as executive Directors with effect from 12 December 2012. Mr.
Cai Qiwu, Mr. Qu Fei, Mr. Chen Jianhong, Mr. Li Jianwei and Mr. Zheng
Weikang resigned as executive Directors with effect from 12 December
2012.

The biographies of each of the current Directors are set out in pages 46 to
49 in this annual report, which demonstrate a diversity of skills, expertise,
experience and qualifications appropriate for the requirements of the
business of the Company. Directors are advised to inform the Company of
any change to the number and nature of offices they held in public
companies or organisations and their other significant commitments in a
timely manner.

The Directors, including the Chairman and the Chief Executive Officer, have
no financial, business, family or other material or relevant relationships with
each other.

The Nomination Committee has reviewed the structure, size and
composition (including the skills, knowledge, experience) of the Board and
confirmed that the Company has maintained a balanced composition with
a strong independent element on the Board.
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Independent Non-Executive Directors

The independent non-executive Directors are active in participating in
Board meetings to bring an independent judgement to bear on issues of
strategy, policy, performance, accountability, resources, key appointments
and standards of conduct. They will take the lead where potential conflicts
of interests of other Directors arise. They serve as members of various
Board committees and will scrutinise the performance of the Group in
achieving agreed corporate goals and objectives and monitor performance
reporting.

Mr. Lam Ming Yung has served the Board as an independent non-
executive Director for more than nine years. Given his professional
knowledge and experience and no connection with any Director or
substantial shareholder of the Company and their respective associates (as
defined under the Listing Rules), the Board considered that Mr. Lam is
independent despite of his long term service with the Company. Mr. Lam
was re-elected as an independent non-executive Director by a separate
resolution duly passed by the shareholders of the Company at the annual
general meeting held on 31 May 2012.

The annual confirmation of independence made by each of the three
independent non-executive Directors in accordance with Rule 3.13 of the
Listing Rules were received by the Company and reviewed by the
Nomination Committee. The Nomination Committee has assessed their
independence and confirmed that all the independent non-executive
Directors are considered independent within the definitions of the Listing
Rules.

Appointments, Re-Election and Removal of
Directors

The articles of association of the Company (“Articles of Association”) require
that (i) every Director (including those appointed for a specific term) shall be
subject to retirement by rotation at least once every three years and (ji) the
managing Director of the Company (if any) shall whilst holding office as
such be subject to retirement by rotation at least once every three years
and shall be taken into account in determining the number of Directors to
retire by rotation in each year.
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The Articles of Association provide that at every annual general meeting of
the Company, and notwithstanding any contractual or other terms on
which a Director may be appointed or engaged, one-third of the Directors
for the time being (or if their number is not a multiple of three, the number
nearest to but not less than one-third) shall retire from office by rotation,
provided that, notwithstanding anything therein, every Director (including
those appointed for a specific term) shall be subject to retirement by
rotation at least once every three years. Pursuant to the requirements of
the New CG Code, any further re-appointment of an independent non-
executive Director, who has served the Board for more than nine years, will
be subject to separate resolution to be approved by the shareholders of
the Company. The Board is of the view that such mechanism helps to
ensure orderly succession to the appointments to the Board and that
changes to its composition can be managed without undue disruption.

During the year ended 31 December 2012, the Company had entered into
letters of appointment with Mr. Tan Jinsong, Mr. Lam Ming Yung and Ms.
Chen Chunhua, each an independent non-executive Director for a term
commencing on 31 May 2012 and ending on the date of the Company’s
next annual general meeting, as their respective then existing letters of
appointment expired on 31 May 2012. All these letters of appointment shall
be terminable by either party upon one month’s written notice to the other
party or the payment to other party of a sum equal to the relevant Director’s
monthly remuneration.

The Board established a nomination committee on 9 March 2012 to be
responsible for the nomination of new Directors for appointment by the
Board. Any nomination of Director will be reviewed and discussed by the
Nomination Committee on the nominee’s qualifications, experience and
ability relevant to the requirements of the Company’s business.

According to the Articles of Association, the Board has the power from
time to time and at any time to appoint any person as a Director either to fill
a causal vacancy or as an addition to the Board. Any Director so appointed
by the Board shall hold office only until the next following annual general
meeting and shall be eligible for re-election but shall not be taken into
account in determining the number of Directors to retire by rotation at such
meeting.

The Nomination Committee has examined the terms of appointment of
Directors, and also reviewed and assessed the independence of
independent non-executive Directors and made recommendation to the
Board on the re-election of retiring Directors at the forthcoming annual
general meeting.
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Directors Continuous Training and Development
Programme

To ensure that every newly appointed Director has a proper understanding
of the operations and business of the Group and that he/she is fully aware
of his/her responsibilities as a Director of the Company under statue and
common law, each of the newly appointed Director will receive a
comprehensive, formal and tailored induction and also the orientation
package containing the information with regard to the duties and
responsibilities of Directors under the Listing Rules, related ordinances and
relevant regulatory requirements and the business and corporate
governance policies of the Company.

Subsequently, updated information and continuous professional
development training will also be provided to all the Directors when
necessary to keep them abreast of the latest changes and development in
legal, regulatory and corporate governance requirements and develop and
refresh their knowledge and skills to facilitate the discharge of their
responsibilities. In addition, the Company through dissemination of monthly
updates in respect of the financial and operational review provides to the
Directors with information in relation to the latest development of the
Group’s business. Besides of arranging formal training seminars for the
Directors, the Company Secretary will forward the latest news and
information about the Company published in Hong Kong.

Pursuant to the requirements of the code provision set out in the New CG
Code, all Directors have to participate in continuous professional
development to develop and refresh their knowledge and skills with effect
from 1 April 2012. The Company has put in place an on-going training and
professional development programme for Directors to help them discharge
their duties. Directors are also required to provide to the Company records
of other training they received to ensure that their contribution to the Board
remains informed and relevant.

During the year, the Company organised two in-house seminars for the
Directors and senior management and invited the solicitor of distinguished
law firm as the speaker to present to the Directors and senior management
the information with regard to the recent changes in the Corporate
Governance Code and related Listing Rules and the general obligations of
disclosure of inside information under the amended Securities and Futures
Ordinance. Directors and senior management staff have participated in
these seminars. All newly appointed executive Directors, namely, Mr. Zhou
Xiangyang, Mr. Li Feide, Mr. Lu Xiaoji and Mr. Li Yang have attended an
induction seminar organised by the Company for new Directors.
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Supply of and Access to Information

In connection with the convening of regular Board meetings and any
meeting of the Board committees, agenda of the meeting accompanying
with the relevant documents will be sent to all Directors or members of the
Board committee at least three days before the date of the Board meeting
or Board committee meeting.

Management has an obligation to supply the Board and the Board
committees with adequate information in a timely manner to enable
members of the Board and the Board committees to make informed
decisions. Where any Director requires more information than is volunteered
by management, each Director may contact senior management through
individual and independent channel(s) to make further enquires if necessary
and such enquiries will be responded to by management within a
reasonable time with sufficient details. Furthermore, minutes of Board
meetings or meetings of Board committees are open for inspection by
Directors at any reasonable time on reasonable notice given.

Since April 2012, all Directors have been provided, on a monthly basis, with
the updated management and financial information of the Group, giving
them an opportunity to have a balanced and understandable assessment
of the Group’s latest performance, position, recent developments and
prospects in sufficient detail and facilitating them to discharge their duties
under the relevant requirements of the Listing Rules.

Board Committees

The Board has established four Board committees with defined scope of
duties in written form. These Board committees are the Audit Committee,
the Remuneration Committee, the Executive Committee and the
Nomination Committee.

A revised set of terms of reference of each of the Audit Committee, the
Remuneration Committee and the Executive Committee and the terms of
reference of the Nomination Committee in compliance with the code
provisions of the New CG Code were adopted and approved by the Board
on 9 March 2012 and are available on the website of Hong Kong
Exchanges and Clearing Limited at www.hkexnews.hk and the website of
the Company at http://www.welling.com.cn.

The Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to obtain independent
professional advice in appropriate circumstances at the expense of the
Company if they consider necessary.
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Remuneration Committee

The Remuneration Committee was established by the Board on 22
September 2005. Chairman and majority of the members of the
Remuneration Committee are independent non-executive Directors.

The Remuneration Committee comprises three independent non-executive
Directors, namely, Ms. Chen Chunhua (chairman of Remuneration
Committee), Mr. Tan Jinsong and Mr. Lam Ming Yung and two executive
Directors, namely Mr. Zhou Xiangyang (appointed on 12 December 2012)
and Mr. Jiang Deqing (appointed on 12 December 2012). The Company
adopted the model set out in code provision B.1.2.(c)(i) of the New CG
Code as its Remuneration Committee model under which the
Remuneration Committee shall determine, with delegated responsibility, the
remuneration packages of individual executive Directors and senior
management.

The primary duties of the Remuneration Committee include the followings:

(i) to make recommendations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior
management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration;

(ii) to review and determine, with delegated responsibilities and
authorisation by the Board, the remuneration packages of individual
executive Directors and senior management with reference to the
Board’s corporate goals and objectives;

(i)  to make recommendations to the Board on the remuneration of

independent non-executive Directors;

(v)  to consider salaries paid by comparable companies, time

commitment and responsibilities and employment conditions

elsewhere in the Group;

to review and approve compensation payable to executive Directors
and senior management for any loss of termination of office or
appointment to ensure that it is consistent with contractual terms
and is otherwise fair and not excessive;

(v)  to review and approve compensative arrangements relating to
dismissal or removal of Directors for misconduct to ensure that they
are consistent with contractual terms and are otherwise reasonable
and appropriate; and

Welling Holding Limited Annual Report 2012

EFZER_TTRAFNA-T_HERIFHEZE
g HMERETFERAMOKB RBILIFNITE
%

THMEEE A - EBUIERTESRERERL
ZH(FMEEEERE)  EINEERMBELEE
NEMEATEEAMGEE(R-_ZS—=F+=A
ToABEE)REREEE(R=_ZE—=F+=A
TZHEZME) - AR EHRMITEEE AT RIS AE
XEBA.2.(0)) GFTEMENEAEFHE B MR
X BUEFMEESREBRESRET  BEE@ER
BITBEENDREEABNETESE -

FHEBEe T2RBEIE
) HARREZLRSREEAS ZERBHHK

RNRBE  RRIERMABREZERF
HIETHEHNEER  AEFSRLERER

(i) IRREERET AREFSFILNEET

HEBER R hEEENATEERSR
BIEABMFNEES

BV IFRITESNFIAEFTSRMER
2R

(i)

ZRFEBE R RO - AR AR RE R
BE - ARSEAEBBAARBIRT

(iv)

mE RALEARTESRSREEZASRR
RBRIEBERREMASANHOREE - LARE
REERELESOER B BRERAL

IS = )

BR—8 BETMAXTAE  THB%

maf MLERESTRAEMBEERELE
MESMYSEMBER  UHERZSFLH
HARMGER - BREEANGR
BRARENAREEE &

(vi)



CORPORATE GOVERNANCE REPORT

ko 3

(vii)

EialkE

to ensure that no Directors or any of his/her associates is involved in
deciding his/her own remuneration.

The Remuneration Committee had performed the following works during
the year ended 31 December 2012 and up to 11 March 2013:

(i)

(i)

reviewed the remuneration proposals for executive Directors and
senior management with reference to the achievement of corporate
goals and objectives set by the Board;

approved the remuneration packages of executive Directors (except
the Chairman and Chief Executive Officer) and senior management
after consultations with the Chairman;

reviewed and approved the remuneration packages of the Chairman
and Chief Executive Officer in a committee meeting at which the
Chairman and Chief Executive Officer abstained from voting in
respect of the resolutions approving their own remuneration
packages; and

reviewed and made recommendations to the Board on the
remuneration and terms of appointment of independent non-
executive Directors.

(vii)
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The Company’s remuneration policy for executive Directors and senior
management are set on the basis that the remuneration level of executive
Directors and senior management will be linked with their responsibilities
and contributions to the achievement of corporate performance target of
the Company as resolved by the Board from time to time. For the purpose
of determining the level of remuneration of executive Directors and senior
management, appraisal of the work performance of the executive Directors
and senior management will be conducted annually at the end of each
year. Such work performance of executive Directors and senior
management will be judged by the extent to which the Company’s budget
target is met and the financial performance of the Company in terms of
sales revenue and net profits as disclosed in the audited financial
statements is achieved. Proposals for remuneration of executive Directors
and senior management will be prepared by the Human Resources
Department based on the relevant remuneration data and prevailing market
conditions and submitted to the Remuneration Committee for consideration
and approval. Director’s fee payable to independent non-executive
Directors shall be reviewed annually by the Remuneration Committee with
reference to the fees paid by comparable companies, time commitment
and responsibilities of each of the independent non-executive Directors and
determined by the Board after taking into account the recommendation
made by the Remuneration Committee. No Director or any of his/her
associates is involved in deciding his/her own remuneration.

Pursuant to paragraph B1.5 of the New CG Code, the remuneration of the
members of the senior management by band for the year ended 31
December 2012 is set out below:

Remuneration band (HK$) FrMAR R (A

ARRHATEZTRSRERABZHMBRE
TTH M EENHES - BIRMTEEREREREARZ
FEORFERBRE ZBENEN EREETE N
HEZ ARERBRAEZERMETE - RETEHN
TEERSREEABZHMKE  SREFFER
AEATEERBREBABZTERR - HITE
EREREBABZABIERRGBEBARNRAE
HEBZTEXIZE - ARARIREERIBRE
P8R 2 SHE WA SR M B E 2 MR\ M
HE - ANERAPIHRIZEBEFHEUR & B AT
MEFRTEFNSREBRAB 2 HFHMEE - Wik
REMEEGRAZMLE - FHEZE SRS ERER

ATRFE - ARBELIFRITES AN HNE
RINERE  SFRANENBIINTEEZES

B Bt RFMEZEeNHBRERR  mEFE
ETAHEFRER EFHEMEBBATSF2HE
EEEAT ZHM -

BIEFCEEATIEBISER  SREEAEHSE
—E——E+ - A=+ BIEFEERFNERIZE
FBaT

Number of individuals

AB

Nil to 2,000,000 £ %2,000,000

Details of the Directors’ emoluments for the year ended 31 December 2012
are set out in note 25(b) to the consolidated financial statements.

Audit Committee

The Audit Committee was established by the Board on 5 August 1999. All
members of the Audit Committee are independent non-executive Directors,
one of whom has possessed professional qualifications and accounting
and financial management related expertise.

The Audit Committee comprises all three independent non-executive

Directors, namely, Mr. Tan Jinsong (chairman of Audit Committee), Mr.
Lam Ming Yung and Ms. Chen Chunhua.

Welling Holding Limited Annual Report 2012

BE-T-—F+-A=T—BILFE  EFH
Z SRR G RS RRNEE250) -

BEES

1B}

EFgRN - NANMNFNARBRIEREZES - &

BRREBEMEKBHARBYIINTES  BEF I
REAAEXRERL S EY K ERBEERNZ

ERZESRREB R BN TERRER
PIELE(BREREGIRE)  MABELERREFEL
ZEFHERK -



CORPORATE GOVERNANCE REPORT

EEELGRE

The Audit Committee is responsible for, among other things, reviewing and
monitoring the integrity of the consolidated financial statements of the
Group, reviewing the effectiveness of the systems of internal control and
risk management of the Group, reviewing the findings from the works
carried out by internal audit department and monitoring the effectiveness of
the Group’s internal audit function. The Audit Committee is also responsible
for making recommendation to the Board on the appointment of the
external auditor and approving the remuneration and terms of engagement
of the external auditor, Before commencement of annual audit, the Audit
Committee will discuss with the external auditor the nature and scope of
audit, the significant risk analysis and the impact of the change in
accounting policies on the financial statements of the Group. The Audit
Committee is required to review and monitor the external auditor’s
independence and objectivity and the effectiveness of the audit process in
accordance with applicable standards.

The Audit Committee will liaise with the Board and senior management
regularly and meet at least twice a year with the Company’s external
auditor.

Minutes of Audit Committee meetings are kept by the Company Secretary
who also serves as secretary of the Audit Committee. Draft and final
versions of the minutes of Audit Committee meetings are sent to all
members of the Committee for their comments and records within a
reasonable time after the meeting (usually within 14 days after the meeting).

The Audit Committee had performed the following works during the year
ended 31 December 2012 and up to 11 March 2013:

(i) reviewed the Company’s 2011 annual report and the preliminary
announcement of final results;

(ii) reviewed the Company’s 2012 interim report and the preliminary
announcement of interim results;

(i)  approved the remuneration and terms of engagement of the external

auditor for 2012 audit and other matters;

(iv)  reviewed the 2012 internal control report prepared by the internal

audit department and reviewed the effectiveness of the internal

control system and risk management of the Group;

reviewed the connected and continuing connected transactions
entered into by the Group during the Year;
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(v)  acted as the key representative body for overseeing the Company’s
relations with the external auditor and reviewed and monitored the
external auditor’s independence and the non-audit services provided
by the external auditor;

(vij)  reviewed adequacy of resources, qualifications and experiences of
staff of the Company’s accounting and financial reporting function,
and their training programmes;

(viii)  advised on significant events of the Company and highlighted the
related risks to the management;

(ix)  reviewed arrangements for employees of the Company can use, in
confidence, to raise concerns about possible improprieties in
financial reporting, internal control or other matters and confirmed
that proper arrangements are in place for fair and independent
investigation of these matters and for appropriate follow-up action;
and

) reviewed the Company’s 2012 annual report and the preliminary
announcement of final results;

The Audit Committee has reviewed the Group’s 2012 consolidated financial
statements, including the accounting principles and policies adopted by the
Group, in conjunction with the Company’s external auditor and
recommended to the Board for approval of the consolidated financial
statements for the year ended 31 December 2012.

The Board agreed with the Audit Committee’s proposal for the re-
appointment of Messrs. PricewaterhouseCoopers as the Company’s
external auditor for the year 2013. The recommendation will be put forward
for shareholders’ approval at the forthcoming annual general meeting of the
Company.

During the year ended 31 December 2012, the remuneration paid to the
Company’s external Hong Kong auditor, Messrs. PricewaterhouseCoopers,
is set out as follows:
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Fee paid/payable

eft EAER
HK$'000
BT
Audit services, taxation services and review of ZERTS - BRI RE
continuing connected transactions HFERER S 2,886
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Executive Committee

The Executive Committee was established by the Board on 18 April 2006.
It comprises all the executive Directors of the Company from time to time,
currently six executive Directors, namely, Mr. Zhou Xiangyang (chairman of
the Executive Committeg), Mr. Jiang Deqging, Ms. Yuan Liqun, Mr. Li Feide,
Mr. Lu Xiaoji and Mr. Li Yang. Under its term of reference, the Executive
Committee shall be responsible for determining matters relating to the
Group’s day-to-day operations management and administration.

In addition to the daily management and administration functions, as
approved by the Board at the Board meeting held on 9 March 2012, the
Executive Committee was delegated with the duties and responsibilities to
monitor and oversee the corporate governance functions of the Group.

The Executive Committee had performed the works relating to the
corporate governance functions of the Group as follows during the year
ended 31 December 2012 and up to 11 March 2013:

(i) reviewed the Company’s policies and practices on corporate
governance;

(i) reviewed and monitored the training and continuous professional
development of Directors and senior management;

(iii) reviewed and monitored the Company’s policies and practices on

compliance with legal and regulatory requirements;

(iv)  reviewed and monitored the code of conduct applicable to

employees and Directors; and

reviewed the Company’s compliance with the “Corporate
Governance Code” contained in the Appendix 14 to the Listing Rules
and disclosure in this Corporate Governance Report.

Nomination Committee

As approved by the Board on 9 March 2012, the Company established the
Nomination Committee with majority of its members being independent
non-executive Directors. The Nomination Committee shall be responsible
mainly for reviewing the structure, size and composition (including the skills,
knowledge, experience) of the Board at least annually, making
recommendations to the Board on the appointment or re-appointment of
Directors and assessing the independence of independent non-executive
Directors.

ER_EERFHA+NBRIITREZES °
HBARRTHOMERTESEK  BRAERE
WTEE BRARNBELE(THZEETE) =
BEE  RABFLL  FR{BELE  BRELE
RFGERE - RIBEBESE  THRZEEEE
BERAREREZRETE RITHEFELRE -

BRERERRTRESN  EEFFE_T——F=
ANBEBEIzEZegRLIE  ZIRTHREZES
ERMNEBEAKECRE R BB REE -

REBE-_ZT——F+-_A=+—BItEERHEE"
Z—=F=ZA+—Hit  THRZEgBC#T I IE

=

AASERRE AN TIE

) BEARENEEREABRNER

i) BAMREREERGREEABNEIILE
BEEER

(i) WA MERARREOERREERENK

RINER
v) BEMEREEREFEAZRTTH R
(v) )

AABET ETRBMER 14 PREADE
SRIREEEEARENIIKE

X

REEEE

REFGN_ZT—_F=PFNBHE  KRFKZ
REZE® MEPABNKEHRBIIFNTE
F-REZBEIRRREIEFRIESTE LR
B RRMAK(BERE - AF  &REHHE) -
REFZZERENZERAEESIRHES - A
BB IFMTEETREREL

REZRAEARAT —B-—E&R

35



36

CORPORATE GOVERNANCE REPORT

EEELRE

The Nomination Committee comprises five members including two
executive Directors, namely, Mr. Zhou Xiangyang (chairman of Nomination
Committee) (appointed on 12 December 2012) and Mr. Jiang Deging
(appointed on 12 December 2012) and three independent non-executive
Directors, namely, Mr. Tan Jinsong, Mr. Lam Ming Yung and Ms. Chen
Chunhua.

Minutes of the Nomination Committee meetings are kept by the Company
Secretary who also serves as secretary of the Nomination Committee. Draft
and final versions of the minutes of Nomination Committee meetings are
sent to all members of the Committee for their comments and records
within a reasonable time after the meeting (usually within 14 days after the
meeting).

The Nomination Committee had performed the following works during the
year ended 31 December 2012 and up to 11 March 2013:

(i) considered and approved the recommendation to the Board of the
appointment of executive Directors to fill the casual vacancies arisen
from the resignation of certain executive Directors;

(i) formulated the nomination policy for appointment of Directors to be
submitted to the Board for approval;

(iii) reviewed the structure, size and composition of the Board (including
the mix of skills, knowledge, experience and competences of
Directors, and the balance between executive and independent non-
executive Directors) and is of the view that there is an appropriate
and diverse mix of skills and experience;

(iv)  reviewed the independence of independent non-executive Directors
and confirmed that all independent non-executive Directors are
considered independent; and

reviewed the profile and performance of Directors who will be subject
to re-election by rotation in accordance with the Articles of
Association at the forthcoming annual general meeting and
recommended to the Board the re-appointment of those retiring
Directors at the forthcoming annual general meeting.
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Directors’ Attendance Record at Meetings EEHFEEECE

The attendance record of each of the Directors at the Board meetings, &EEHFEARANEHE-_T——F+-A=+—H
Audit Committee meetings, Remuneration Committee meeting, Nomination [t FE M S AR EEETHEARTNESS S
Committee meeting and general meetings of the Company held during the 3 - B ZE8&€ 9%  FHEZE8e9% - E4%8
year ended 31 December 2012 and the tenure of office of each individual & &% RIERA S 7 sk HI5H N T & ¢

Director are set out in the following table:

Audit Remuneration Nomination

Board Committee Committee Committee General
Directors Meetings Meetings Meeting Meeting Meetings
EXE BEEEE FNEEE REZEEE
BS B3 = = & BEXE
(Note 1) (Note 2)  (Note 3)
(MF7E1) (M3E2)  (BH5E3)
Number of Meetings held ERBITRE 7 3 1 1 2
Executive Directors BITES
Mr. Zhou Xiangyang (Chairman) BRkGrE(EE)
(Note 4) (B3E4) 1/1 — 1/1 - -
Mr. Jiang Deging ZEERE
(Chief Executive Officer) (BEHITE) 7/7 — 1/1 — 2/2
Ms. Yuan Liqun RABE L LT 6/7 — — — 2/2
Mr. Li Feide (Note 4) FRELEMEE4) 11 — - - —
Mr. Lu Xiaoji (Note 4) = B S A (M EE4) 11 — - - —
Mr. Li Yang (Note 4) 554 (BTE4) 11 — — — —
Mr. Cai Qiwu (Note 5) EHR LA (HFE5) 5/5 — — — 2/2
Mr. Qu Fei (Note 5) BERST A (FI7ES) 5/5 — — — 2/2
Mr. Chen Jianhong (Note 5) BR AT 55 A (PI3ES) 5/5 — — — 2/2
Mr. Li Jianwei (Note 5) FERE ST AE(MIFES) 5/5 - - - 2/2
Mr. Zheng Weikang (Note 5) B8 T A (PEES) 5/5 - - - 2/2
Independent non-executive BIIERITESE
Directors
Mr. Tan Jinsong RSN AE 7/7 3/3 1/ 11 2/2
Mr. Lam Ming Yung MEAEB L 7/7 3/3 1/ 11 2/2
Ms. Chen Chunhua BREMELZ T 7/7 3/3 11 1/1 2/2
Notes: BiRE -

©) During the year ended 31 December 2012, the Board held four regular (1) HE—_Z——F+-A=+—HIFE  EFFH17T

@i 75 At @ 22

meetings and three additional meetings. MREHRERERZRGERFEE -

) The Nomination Committee was established on 9 March 2012 and the first  (2) REZEEN-T—_F=ZANBRY REEEE
meeting of the Nomination Committee was held on 12 December 2012. BREBEN T —F+-A+=-H&8f7-

@) During the year ended 31 December 2012, the Company held two general  (3) BE_ TS+ _A=+—HLEE  FARRL

meetings, including the annual general meeting and an extraordinary general MABRAE - BEERBFAG R —RERREFIR
meeting both held on 31 May 2012. € MASHEYIR _T—-—FRA=+—R&ET-

REZRERAR —T-—F5# Sl
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4) Mr. Zhou Xiangyang, Mr. Li Feide, Mr. Lu Xiaoji and Mr. Li Yang was
appointed as executive Directors and members of the relevant Board
committee(s) of the Company with effect from 12 December 2012. They
attended all the meetings of the Board and relevant Board committee(s) (if
appropriate) held during their tenure of office for the year ended 31
December 2012.

5) Mr. Cai Qiwu, Mr. Qu Fei, Mr. Chen Jianhong, Mr. Li Jianwei and Mr. Zheng
Weikang resigned as executive Directors and members of the relevant Board
committee(s) of the Company with effect from 12 December 2012. They
attended all the meetings of the Board and Board committee(s) (if appropriate)
held during their tenure of office for the year ended 31 December 2012.

Company Secretary

The Company Secretary, namely, Ms. Tang Wai Ying, Tracy, is also the
Financial Controller of the Company. She has the day-to-day knowledge of
the affairs of the Company. Ms. Tang is a fellow member of the Association
of Chartered Certified Accountants and an associate member of the Hong
Kong Institute of Certified Public Accountants.

The Company Secretary plays an important role in supporting the Board by
ensuring good information flow within the Board and that the Board policies
and procedures are duly followed. She also acts as the secretary of the
Board committees to ensure that all records of meeting proceedings,
discussion and decision of such Board committees and Directors’ training
are properly kept. The Company Secretary reports to the Chairman of the
Board and is responsible for facilitating the induction to be provided to
newly appointed Directors and continuous professional development
training to be provided to existing Directors and advising the Board through
the Chairman on corporate governance matters.

During the year ended 31 December 2012, the Company Secretary has
completed at least 15 hours’ professional training by attending the HKICS'’s
ECPD programme as well as other seminars covering regulatory updates
and professional knowledge about company secretarial duties launched by
other professional bodies.

All Directors could have access to the advice and services of the Company

Secretary to ensure that Board procedures, and all applicable laws, rules
and regulations are followed.
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Directors’ and Auditor’s Responsibilities for The
Consolidated Financial Statements

The Directors acknowledged their responsibility for the preparation of the
consolidated financial statements of the Company which give a true and
fair view of the state of affairs of the Group on a going concern basis in
accordance with Hong Kong Financial Reporting Standards and the Hong
Kong Companies Ordinance.

The statements of the Directors and the Auditor of the Company about
their reporting responsibilities on the consolidated financial statements of
the Group are set out in the Independent Auditor’s Report on pages 67 to
68 of this annual report.

Disclosure of Long Term Basis for Generating
or Preserving Business Value

An analysis of the Group’s corporate strategy and long term business
model adopted for delivering the objectives of the Company is set out in
the Management Discussion and Analysis of this annual report.

Internal Control

The Board is responsible for maintaining an adequate and effective intemnal
control system in the Company and reviewing its effectiveness through the
Audit Committee. The internal control system is designed to provide
reasonable, but not absolute, assurance against material misstatement,
fraud or loss and to manage, but not to eliminate, risks of failure in
achieving the Company’s objective.

The internal control system, which includes a defined management
structure with specified limits of authority, is designed to (a) help the
achievement of business objectives, and safeguard the Company’s assets;
(b) ensure proper maintenance of accounting records; and (c) ensure
compliance with relevant legislation and regulations.

Management and internal audit department regularly review the Group’s
internal control system which covers financial, operational and compliance
controls as well as risk management functions to ensure that it remains
efficient and effective.
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The Company has a full set of Internal Control System Manual (“Manual”)
which was approved by the Board. This Manual contains a comprehensive
overview and description of the objectives, content, methods and duties of
the internal control system, and facilitates the ongoing examination and
evaluation of the Company’s compliance with existing rules and regulations
and of the effectiveness of internal controls. During the year ended 31
December 2012 and up to the date of this annual report, the Company
consistently applied the full set of Manual which covers the control of high-
risk areas of operations, suppliers, sales, finance and personnel
management. The Board has, through the Audit Committee, carried out
ongoing examination and monitoring of the Group’s internal control system.

During the Year, the Group based on the internal audit findings and
improvement plans submitted by the internal audit department to the Audit
Committee continued to enhance and improve the internal control system
of the Group.

The Board has reviewed and is satisfied with the effectiveness of the
Group’s internal control system and believes that, such system is sufficient
to provide reasonable assurances that the Group’s assets are safeguarded
against loss from unauthorised use or disposition, transactions are properly
authorised and proper accounting records are maintained. The Board has
reviewed and considered that the resources, staff qualifications and
experience, training programmes and budget of the Company’s accounting
and financial reporting function are adequate.

Shareholders’s Rights

The Company has only one class of shares, all holders of the ordinary
shares in the issued share capital of the Company shall have the same
rights.

1. Rights and procedures for shareholders to convene
an extraordinary general meeting (“EGM”):

Shareholder(s) of the Company who hold(s) not less than one-
twentieth (5%) of the paid-up share capital of the Company carrying
the right of voting at general meetings of the Company can request
the Board to convene an EGM pursuant to the Companies
Ordinance (Chapter 32 of the Laws of Hong Kong) (“Companies
Ordinance”) by sending to the Company Secretary a notice of
requisition of EGM in writing by mail. Such a written requisition must
state the objects of the EGM, and must be signed by the
shareholder(s) who requested to convene the EGM and deposited at
the Company’s registered office at Suite 3904, 39/F, Tower 6, The
Gateway, Harbour City, 9 Canton Road, Tsim Sha Tsui, Kowloon,
Hong Kong for the attention of the Company Secretary.
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Upon receipt of the notice of requisition to convene an EGM, the
share registrar of the Company will first verify the validity of the
requisition. If the requisition is confirmed in order, the Company
Secretary will promptly arrange with the Board to convene an EGM
by serving sufficient notice to all the registered shareholders of the
Company in accordance with the relevant statutory and regulatory
requirements. Otherwise, if the requisition is verified not in order, the
requisitionists will be advised accordingly and no EGM will be
convened as requested.

If the Directors do not within twenty-one (21) days from the date of
the deposit of the requisition proceed duly to convene an EGM for a
day not more than twenty-eight (28) days after the date on which the
notice convening the EGM is given, the requisitionists, or any of them
representing more than one-half of the total voting rights of all of
them, may themselves convene an EGM, but any EGM so convened
shall not be held after the expiration of three (3) months from the
date of requisition. Any reasonable expenses incurred by the
requisitionists by reason of the failure of the Directors duly to
convene an EGM shall be repaid to the requisitionists by the
Company.

Rights and procedures for shareholders to make
proposals at a general meeting:

Shareholders may make any proposals relating to the business of
the Company by sending such proposals to the Board through the
Company Secretary in writing by mail to the Company’s registered
office at Suite 3904, 39/F, Tower 6, The Gateway, Harbour City, 9
Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong. For the
requisition of a proposed resolution to be moved or business to be
dealt with at a general meeting, shareholders are requested to follow
the requirements and procedures as set out in the Companies
Ordinance as below.
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Pursuant to the Companies Ordinance, shareholders can submit a
written requisition to request the Company to (a) give to the
shareholders entitled to receive notice of the next annual general
meeting notice of any resolution which may properly be moved and
is intended to be moved at that meeting; and (b) circulate to the
shareholders entitled to have notice of any general meeting sent to
them any statement of not more than 1,000 words with respect to
the matter referred to in any proposed resolution or the business to
be dealt with at that meeting if they represent

(i) not less than one-fortieth (2.5%) of the paid-up capital of the
Company carrying the right of voting at general meetings of
the Company; or

(ii) not less than fifty (50) registered shareholders holding shares
in the Company on which there has been paid up an average
sum, per shareholder, of not less than HK$2,000.

Such a requisition must

() be signed by the requisitionists (which may be contained in
one document or in several documents in like form);

(b)  be deposited at the registered office of the Company for the
attention of the Company Secretary not less than six (6)
weeks before the meeting in the case of a requisition requiring
notice of a resolution or not less than one (1) week before the
meeting in the case of any other requisition; and

(c) be accompanied by a sum of money reasonably sufficient to
meet the Company’s expenses in serving the notice of the
resolution and circulating the statement given by the
requisitionists to all shareholders in accordance with the
requirements under the applicable laws and rules.

Provided that if an annual general meeting is called for a date six (6)
weeks or less after the requisition requiring notice of a resolution has
been deposited at the registered office of the Company, the
requisition though not deposited within the time required shall be
deemed to have been properly deposited for the purposes thereof.
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Procedures for shareholders to propose a person for
election as a Director:

Pursuant to Article 89 of the Articles of Association, no person, other
than a retiring Director, shall, unless recommended by the Directors
for election, be eligible for election to the office of Director at any
general meeting, unless notice in writing of the intention to propose
that person for election as a Director and notice in writing by that
person of his willingness to be elected shall have been given to the
Company provided that the minimum length of the period, during
which such notices are given, shall be at least seven (7) days. The
period for lodgment of such notices shall commence no earlier than
the day after the despatch of the notice of the general meeting
appointed for such election and end no later than seven (7) days
prior to the date of such general meeting.

Shareholder(s) who wish(es) to nominate a person for election as a
Director at a general meeting should deposit to the Company
Secretary (i) a notice in writing stating your intention to propose a
person to be elected as a Director at the general meeting; (i) the
notice in writing of the willingness of the nominated person to be
elected as a Director; and (iii) the biographical details of the
nominated person as set out in Rule 13.51(2) of the Listing Rules
within seven (7) days after the date of despatch of the notice of the
general meeting by the Company to all shareholders (or such other
period, being a period of not less than seven (7) days, as may be
determined and announced by the Directors of the Company from
time to time) to enable shareholders to make an informed decision
on their election.

Procedures for shareholders to send enquiries to
the Board:

Shareholders and other stakeholders may, at any time, send their
enquiries and concerns to the Board by addressing them to the
Company Secretary in writing by mail to the Company’s registered
address at Suite 3904, 39/F, Tower 6 The Gateway, 9 Canton Road,
Tsim Sha Tsui, Kowloon, Hong Kong. The Company Secretary will
forward the enquiries or concerns to the Chairman of the Board or
the chairman of the Board committees or senior management as
appropriate within their area of responsibilities for handling.
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Communication with Shareholders

The Board believes that general meeting can provide an open forum for
communication between the Board and the shareholders of the Company.
Shareholders are encouraged to attend general meetings of the Company
and give valuable advice to the Company through this direct
communication platform. The Company will convene an annual general
meeting every year and convene any other general meetings as required.
Sufficient notice for annual general meeting and other general meetings will
be given to the shareholders in compliance with the requirements of the
Articles of Association, Companies Ordinance and the Listing Rules. The
Chairman of the Board will attend annual general meeting and invite the
chairman of Audit Committee, Remuneration Committee, Nomination
Committee and other Board Committees, in their absence, other members
of these Board Committees, to attend annual general meeting. They will be
available to answer questions raised by shareholders at annual general
meeting. The chairman or other members of the independent board
committee (if any) will be available to answer questions at any general
meeting to approve connected transaction or any other transaction that
requires independent shareholders’ approval. External auditors will be
invited to attend the annual general meeting of the Company to answer
questions about the conduct of the audit, the preparation and content of
the auditor’s report, accounting policies and auditor’s independence.

To facilitate enforcement of shareholders’ rights, substantially different
issues are dealt with under separate resolutions at general meetings of the
Company.

Annual and interim reports and any significant events of the Company fall
to be disclosed in accordance with the disclosure requirements under the
Listing Rules and other applicable regulatory requirements will be published
in a timely manner through the Company’s website so as to safeguard the
shareholders’ rights of information.

The Company’s website at www.welling.com.cn provides timely and
updated information on investor relations, corporate governance and other
latest news of the Company to enable shareholders and investors to have
timely access to information about the Group.

The investor relations department of the Company is responsible for
handling the communications with our investors, it will regularly organise
road shows and one-on-one meetings with institutional investors and
financial analyst to promote better understanding of the Company and
keep continuous dialogues with professional investors.
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The Company has established the shareholders communication policy
which is available on the website of the Company.

Amendments to Articles of Association

At the annual general meeting of the Company held on 31 May 2012, a
special resolution was passed to amend the Articles of Association. Such
amendments were made for the purpose of bringing the Articles of
Association in line with the recent changes to the Listing Rules. As a result,
a new Article 115A was added immediately after the existing Article 115 of
the Articles of Association so as to add a new provision with regard to
other means of communication allowed for the participation by Directors at
the meetings of the Board or committees of the Board other than a
physical attendance.

Details of the amendments to the Articles of Association are set out in the
Company’s circular dated 29 March 2012.
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Biographical Details of Directors

Mr. ZHOU Xiangyang, aged 40, was appointed as an executive Director
of the Company, the Chairman of the Board, the chairman of the
Nomination Committee and the Executive Committee and a member of the
Remuneration Committee on 12 December 2012. Mr. Zhou joined the
Group in July 1996. Mr. Zhou is the General Manager of the Group. He has
held various senior management positions in the Group and has
considerable experience in sales, marketing and management of the
business operations of the Group. He is also a director of certain
subsidiaries of the Group. Mr. Zhou holds a Bachelor’s Degree in Electrical
Engineering from Harbin Institute of Technology and an Executive Master of
Business Administration Degree (EMBA) from the Guanghua School of
Management of Peking University.

Mr. JIANG Deging, aged 43, was appointed as an executive Director and
the Chief Executive Officer of the Company on 31 August 2008. Mr. Jiang
is a member of the Remuneration Committee, the Nomination Committee
and the Executive Committee of the Company. He joined the Group in May
1995. He is the Deputy General Manager of the Group. He has held various
senior management positions in the Group and has over 17 years of
experience in the motor industry and years of managerial experience. Mr.
Jiang serves as a vice-chairman in certain subsidiaries of the Company. Mr.
Jiang holds a Bachelor’'s Degree in Business Administration (Industrial
Trade) from Chongging University and an Executive Master of Business
Administration Degree (EMBA) from the Guanghua School of Management
of Peking University.

Ms. YUAN Liqun, aged 43, was appointed as a non-executive Director of
the Company on 17 November 2004 and re-designated as an executive
Director of the Company on 4 January 2007. Ms. Yuan is a member of the
Executive Committee of the Company. She joined the Midea Group in
1992. She has held various senior management positions in the Midea
Group and has considerable experience in finance, audit and overall
management. Ms. Yuan is a director and senior vice-president of Midea
Group Co., Ltd. and the chief financial officer of Midea Group. She is a
director of GD Midea Holding Co., Ltd. (“GD Midea”) which is a company
controlled by Midea and the shares of which are listed on the Shenzhen
Stock Exchange. Ms. Yuan is the chairman of Midea Group Finance Co.,
Ltd. She previously was a supervisor of GD Midea. She is also a director of
certain subsidiaries of the Company. Ms. Yuan holds a Master of
International Management Degree from The Australian National University.
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Mr. LI Feide, aged 35, was appointed as an executive Director of the
Company and a member of the Executive Committee on 12 December
2012. Mr. Li joined the Midea Group in July 1999. Mr. Li is a director, the
board secretary and the director of the strategic business development unit
of Midea. He is also a director of GD Midea and Wuxi Little Swan Holding
Co., Ltd. (both companies are listed on the Shenzhen Stock Exchange).
Mr. Li was the manager of the planning and investment department and
the associate director of the strategic development department of Midea
Group and the board secretary of GD Midea. Mr. Li holds a Bachelor’s
Degree of Mechanical Engineering and Automation from Huazhong
University of Science and Technology and an Executive Master of Business
Administration Degree (EMBA) from the Sun Yat-sen University.

Mr. LU Xiaoji, aged 35, was appointed as an executive Director, the Chief
Financial Officer and the authorised representative of the Company and a
member of the Executive Committee on 12 December 2012. Mr. Lu joined
the Group in July 1999. Mr. Lu is the Financial Controller of the Group. He
has held various senior and middle management positions in the Group
and has considerable experience in the Group’s business financial
planning, accounting and auditing, costing management and fund
management. He is also a director of a subsidiary of the Group. Mr. Lu
holds a Bachelor’s Degree in Economics with a major in Accounting from
Zhongnan University of Finance and Economics and a Master of Business
Administration Degree from the South China University of Technology. He
is a certified public accountant of China.

Mr. LI Yang, aged 34, was appointed as an executive Director and a
member of the Executive Committee on 12 December 2012. Mr. Li joined
the Group in July 2001. Mr. Li is the director of operations and human
resources department of the Group and has extensive experience in
operations, human resources and strategic management. Mr. Li holds a
Bachelor’s Degree in Business Administration from the Southwestern
University of Finance and Economics.

Mr. TAN Jinsong, aged 48, was appointed as an independent non-
executive Director on 1 August 2009. Mr. Tan is the chairman of the Audit
Committee and a member of the Remuneration Committee and the
Nomination Committee of the Company. Mr. Tan is a non-practicing
member of the Guangdong Provincial Institute of Certified Public
Accountants. He was approved as a PRC registered accountant in June
1995 and has become a non-practicing member of the Guangdong
Provincial Institute of Certified Public Accountants since January 2003. He
possesses over 27 years of experience in the profession of accounting and
financial management. Mr. Tan is currently a professor of the School of
Management of Sun Yat-sen University and was the Head of Department
of the Faculty of Accountancy and the Vice Dean of the School of
Management of Sun Yat-sen University.
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BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

EEREREEASEE

Mr. Tan is an independent director of Sundiro Holding Co., Ltd., Yihua Real
Estate Co., Ltd. (both companies are listed on the Shenzhen Stock
Exchange), Grandhope Biotech Co., Ltd. (a company listed on the ChiNext
of the Shenzhen Stock Exchange) and Poly Real Estate Group Co., Ltd. (a
company listed on the Shanghai Stock Exchange).

He was an independent director of a number of PRC listed companies,
including Huafa Industrial Share Co., Ltd., Guangdong Guanhao High-Tech
Co., Ltd. and Cosco Shipping Co., Ltd., all of which are listed on the
Shanghai Stock Exchange, and GD Midea Holding Co., Ltd., Guangdong
Ronsen Super Mirco-Wire Co., Ltd. and Foshan Huaxin Packaging Co.,
Ltd., which companies are listed on the Shenzhen Stock Exchange.

Mr. LAM Ming Yung, aged 49, was appointed as an independent non-
executive Director of the Company on 1 December 1999. Mr. Lam is a
member of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company. He graduated from the School of
Law of Shanghai Eastern Chinese College of Politics and Jurisprudence
with a Bachelor of Law Degree in 1986. Mr. Lam started practicing law in
1987 in the province of Fujian in the PRC, and moved to Hong Kong in
mid-1998. He was registered as a foreign lawyer with The Law Society of
Hong Kong in July 1995, and is now practicing as Chief PRC Consultant,
Corporate Finance, and Foreign Legal Consultant (PRC), in the Hong Kong
office of Sidley Austin LLP. Mr. Lam was an independent non-executive
director of China Agrotech Holdings Limited and a non-executive director
of China Mining Resources Group Limited, both companies are listed on
the Stock Exchange of Hong Kong. Mr. Lam was also an independent non-
executive director of China Lifestyle Food & Beverages Group Limited, a
company listed on the Stock Exchange of Singapore.

Ms. CHEN Chunhua, aged 49, was appointed as an independent non-
executive Director of the Company on 22 December 2004. Ms. Chen is the
chairman of the Remuneration Committee, a member of the Audit
Committee and the Nomination Committee of the Company. Ms. Chen
holds a Postdoctorate Degree in Business Administration from Nanjing
University. She was a professor, tutor of doctoral candidates and Vice
Dean of the Faculty of Business Administration of South China University of
Technology. She was a visiting professor for the Asia-Pacific EMBA
Program of The National University of Singapore and is a part-time
professor of Nanjing University. Ms. Chen’s research speciality was
enterprise management, particularly enterprise organisation and operational
management. Ms. Chen was a president and a director of Shandong Liuhe
Company Limited and has considerable experience in enterprise
operational management. Ms. Chen is presently an independent director of
China Merchants Fund Management Co. Ltd. and Shunde Rural
Commercial Bank Co., Ltd. and the independent non-executive director of
SPT Energy Group Inc., a company listed on the Stock Exchange of Hong
Kong Limited.
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BIOGRAPHICAL DETAILS OF DIRECTORS

AND SENIOR MANAGEMENT
EERERERASEE

Biographical Details of Senior Management

Mr. HUANG Geping, aged 41, joined the Group in July 1995. Mr. Huang
is the director of quality control department of the Group. Mr. Huang has
held various senior and middle management positions in the Group and
has extensive management experience in the production management,
quality control, lean production management, technology development
management and customer services of the Group’s business. Mr. Huang
holds a Master of Business Administration Degree from Wuhan University
of Technology.

Mr. LI Xianlu, aged 33, joined the Group in July 2001. Mr. Li is the director
of production centre of the Group. He has held various senior management
positions in the Group and has extensive experience in the production
management, planned logistics management, engineering and technology
management of the Group’s business. Mr. Li holds a Bachelor’s Degree in
Electrical Engineering from Shanghai Jiao Tong University.

Mr. XIONG Jun, aged 35, joined the Group in June 2004. Mr. Xiong is the
director of supply chain management department of the Group. He has
held various senior management positions in the Group including the
general manager of the marketing company, the general manager of the
home appliances motors and the director of production centre and has
extensive experience in marketing management, production management
and supply chain management. Mr. Xiong holds a Bachelor’s Degree in
Automotive Engineering from Wuhan Automotive Polytechnic University and
a Master of Business Administration Degree from Wuhan University.

Mr. WANG Hongxiao, aged 38, joined the Group in September 1999. Mr.
Wang is the officer of technology development centre of the Group. He has
held various senior and middle management positions in the Group and is
familiar with the production process and integrated management of the
Group’s principal motor business. He has been in charge of various jobs
relating to the development of new products. Mr. Wang holds a Bachelor’'s
Degree in Electrical Engineering from Harbin Institute of Technology.
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REPORT OF THE DIRECTORS

EFEEHRE

The Directors hereby present this report of the Directors and the audited
consolidated financial statements of the Company and the Group for the
year ended 31 December 2012.

Principal Activities and Geographical Analysis
of Operations

The principal activity of the Company is investment holding. The principal
activities of the subsidiaries of the Company are set out in Note 9 to the
consolidated financial statements.

An analysis of the Group’s performance for the Year by business and
geographical segments is set out in Note 5 to the consolidated financial
statements.

Final Results

The final results of the Group for the Year are set out in the consolidated
income statement on pages 73 to 74.

Dividend

The Board has recommended the payment of a final dividend of HK4.8
cents per ordinary share for the year ended 31 December 2012 (2011: HK4
cents). Subject to the approval of the shareholders of the Company at the
annual general meeting of the Company to be held on 30 May 2013
(“AGM”), the proposed final dividend will be paid on or about 17 June 2013
to the shareholders whose names appear on the register of members of
the Company on 6 June 2013.

Closure of Register of Members

For the purpose of ascertaining the shareholders’ rights of attending and
voting at the AGM, the register of members of the Company will be closed
from 27 May 2013 to 30 May 2013, both days inclusive, during which
period no transfer of shares shall be effected. In order to be entitled to
attend and vote at the AGM, all transfers accompanied by the relevant
share certificates must be lodged with the share registrar of the Company,
Computershare Hong Kong Investor Services Limited at Rooms 1712—
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on 24 May 2013.
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For the purpose of determining the identity of shareholders who are entitled
to the proposed final dividend, the register of members of the Company will
be closed from 5 June 2013 to 6 June 2013, both days inclusive, during
which period no transfer of shares shall be effected. In order to qualify for
the proposed final dividend, all transfers accompanied by the relevant share
certificates must be lodged with the share registrar of the Company,
Computershare Hong Kong Investor Services Limited at Rooms 1712-
1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai,
Hong Kong not later than 4:30 p.m. on 4 June 2013.

Reserves

Details of movements in reserves of the Company and the Group during
the Year are set out in Note 17 to the consolidated financial statements.

Property, Plant and Equipment

Details of movements in property, plant and equipment of the Company
and the Group during the Year are set out in Note 7 to the consolidated
financial statements.

Share Capital

Details of the movements in share capital of the Company during the Year
are set out in Note 16(a) to the consolidated financial statements.

Distributable Reserves

As at 31 December 2012, the Company had distributable reserves
amounting to HK$161,162,000 (2011: HK$121,531,000).

Five-Year Financial Summary

A summary of the results and of the assets and liabilities of the Group for
the last five financial years, restated and reclassified as appropriate, is set
out on page 188. This summary does not form part of the audited
consolidated financial statements.

Purchase, Sale or Redemption of Listed
Securities

The Company has not redeemed any of its shares during the Year. Neither
the Company nor any of its subsidiaries has purchased or sold any of the
Company’s shares during the Year.
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Share Option Scheme

Details of the share option scheme of the Company adopted on 27 June
2003 (the “Share Option Scheme”) are disclosed in Note 16(b) to the
consolidated financial statements.

Directors
The Directors during the Year and up to the date of this annual report were:
Executive Directors

Mr. ZHOU Xiangyang (Chairman)
(appointed on 12 December 2012)
Mr. JIANG Deqing (Chief Executive Officer)
Ms. YUAN Ligun
Mr. LI Feide (appointed on 12 December 2012)
Mr. LU Xiaoji (appointed on 12 December 2012)
Mr. LI Yang (appointed on 12 December 2012)
Mr. CAl Qiwu (resigned on 12 December 2012)
Mr. QU Fei (resigned on 12 December 2012)
Mr. CHEN Jianhong (resigned on 12 December 2012)
Mr. LI Jianwei (resigned on 12 December 2012)
Mr. ZHENG Weikang (resigned on 12 December 2012)

Independent Non-executive Directors

Mr. TAN Jinsong
Mr. LAM Ming Yung
Ms. CHEN Chunhua

In accordance with Article 87 of the Company’s Articles of Association, Mr.
Zhou Xiangyang, Mr. Li Feide, Mr. Lu Xiaoji and Mr. Li Yang, who were
appointed by the Board to fill casual vacancies during the Year, will retire at
the AGM and, being eligible, will offer themselves for re-election at the
AGM.

In accordance with Article 91 of the Company’s Articles of Association, Mr.

Jiang Deqging and Mr. Tan Jinsong will retire by rotation at the AGM and,
being eligible, will offer themselves for re-election at the AGM.
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Directors’ Service Contracts

On 31 May 2012, the Company entered into the letters of appointment with
each of the three independent non-executive Directors, namely, Mr. Tan
Jinsong, Mr. Lam Ming Yung and Ms. Chen Chunhua for a term
commencing on 31 May 2012 and ending on the date of the AGM as their
respective letters of appointment had expired on 31 May 2012.

The above-mentioned letters of appointment provide that the remuneration
of the Directors shall be determined in accordance with the remuneration
policy as approved by the Board from time to time. Such letters of
appointment are terminable by either party upon one month’s written notice
given to the other party or the payment of a sum equal to the relevant
Director’s monthly remuneration made to the other party. These letters of
appointment are exempt from the shareholders’ approval requirement
under Rule 13.68 of the Listing Rules.

Save as disclosed herein, none of the Directors proposed for re-election at
the AGM has a service contract with the Company which is not
determinable by the Company within one year without the payment of
compensation, other than statutory compensation.

Independence of Independent Non-Executive
Directors

Each of the independent non-executive Directors has submitted to the
Company the annual confirmation of independence for the year ended 31
December 2012. Nomination Committee has reviewed such annual
confirmation of independence and assessed the independence of each of
the independent non-executive Directors based on the guidelines set out in
Rule 3.13 of the Listing Rules and considered that all the independent non-
executive Directors are independent. The Board adopted the view of the
Nomination Committee and confirmed that all the independent non-
executive Directors are independent.

Remuneration Policy

The remuneration policy of the Group is set on the principles that the
remuneration packages of employees should be determined based on the
job duties, responsibilities, work performance, qualifications and
competence of each individual employee, performance of the Group and
the prevailing market and economic conditions in order to attract and retain
high-calibre employees needed to run the Company successfully.
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The remuneration packages of executive Directors and senior management
of the Company are reviewed annually and determined by the
Remuneration Committee based on the duties, responsibilities of each
individual executive Director and senior management staff, performance of
the Group and the remuneration packages paid by comparable companies
in the same industry based on the prevailing market conditions. No Director
or any of his associates will be involved in deciding his own remuneration.
Remuneration of independent non-executive Directors will be reviewed
annually and recommended by the Remuneration Committee to the Board
for final approval.

The Company has adopted the Share Option Scheme for the purpose of
providing incentives to stimulate the Directors of the Company and eligible
employees of the Group.

Pension Schemes

Details of the pension schemes operated by the Group are set out in Note
25(a) to the consolidated financial statements.

Directors’ Interests in Contracts

Save as disclosed in Note 35 to the consolidated financial statements, no
contracts of significance in relation to the Group’s business to which the
Company, its fellow subsidiaries or its holding company was a party and in
which a Director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the Year or at any time during the
Year.

Biographical Details of Directors and Senior
Management

Brief biographical details of the Directors and senior management of the
Company are set out on pages 46 to 49.

Directors’ and Chief Executive’s Interests in
Equity or Debt Securities

As at 31 December 2012, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (“SFQO”),
Chapter 571 of the laws of Hong Kong), as recorded in the register required
to be kept by the Company under section 352 of the SFO or which have to
be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short positions which
any such Director or chief executive was taken or deemed to have under
such provisions of the SFO) and the Model Code for Securities
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Transactions by Directors of Listed Issuers (‘Model Code”) contained inthe ~ M EITAE B EITBE S X H 2 ZESF | ([1Z %57
Listing Rules, were as follows: Al DERERARIRERFA R RABINT

Interests in share options of the Company (long position)  RALX S ZEBIREEZ(I3A)

During the Year, the movement of the share options granted to the RAEE - RIFEIEFER TES 2 BRES

Directors under the Share Option Scheme were as follows: W
Closing
Balance of Balance of price
vested Options vested immediately
options at vested options at Exercise before the
Date of Options 1 January during the 31 December price per Exercise date of
Name grant granted 2012 Year 2012 option period grant
—f—-=%F —F-=F
—A—H +=ZA=+—H
EEEY FEERB EiREBN SHERE RERHBAH
i 24 BHEY RHBRE BRESS BB AR 1E RERR R 1THEE ITHEHARR  AUAR M {E
HK$ HK$
ot ot
Directors =
Mr. Zhou BmfE5EE 09/01/2009 7,200,000 3,600,000 1,800,000 5,400,000 0.785 01/04/2011- 0.151
Xiangyang GEY) 31/03/2017
(Note b) (Note a)
(7*a)
Mr. Jiang Deqing Z#@8%4  09/01/2009 7,200,000 3,600,000 1,800,000 5,400,000 0.785 01/04/2011- 0.151
31/03/2017
(Note a)
(7fa)
Mr. Lam Ming MREASE A 30/07/2007 400,000 400,000 — 400,000 3.900 30/07/2007- 0.77
Yung 29/07/2017
09/01/2009 1,000,000 500,000 250,000 750,000 0.785 01/04/2011- 0.151
31/03/2017
(Note a)
(7¥a)
Ms. Chen R&EEZ L 30/07/2007 400,000 400,000 — 400,000 3.900 30/07/2007- 0.77
Chunhua 29/07/2017
09/01/2009 1,000,000 500,000 250,000 750,000 0.785 01/04/2011- 0.151
31/03/2017
(Note a)
(7ta)
Mr. Cai Qiwu #HK%LAE  09/01/2009 13,600,000 6,800,000 3,400,000 10,200,000 0.785 01/04/2011- 0.151
(Note ¢) (Pi7EC) 31/03/2017
(Note a)
(fta)
Mr. Qu Fei BREE 09/01/2009 4,400,000 2,200,000 1,100,000 3,300,000 0.785 01/04/2011- 0.151
(Note c) (Pif7EC) 31/03/2017
(Note a)
(fa)
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Notes: MEE -

PR hERE REREEI T RFTNF—A
NRABR R R N BT EFE T
PUHIE 26% LB ROEE B R A A BIHE AJE
ERNZRRBIE -

(a) The consideration for each of the grants above was HK$1. The options (@)
granted on 9 January 2009 shall be exercisable during the option period
subject to a vesting scale in four tranches of 25% each and the achievement
of the performance target of the net profit attributable to the owners of the
Company of the relevant period as set out below:

the first 25% of the options granted to each grantee shall be
exercisable within seven years after 31 March 2010 provided that the
net profit attributable to the owners of the Company for the financial
year ended 31 December 2009 as disclosed in the final results
announcement of the Company is not less than 100% of the net
profit attributable to the owners of the Company for the financial year
ended 31 December 2008 (excluding the results from discontinued
business) (“Net Profit of 2008”);

the second 25% of the options granted to each grantee shall be
exercisable within six years after 31 March 2011 provided that the net
profit attributable to the owners of the Company for the financial year
ended 31 December 2010 as disclosed in the final results
announcement of the Company is not less than 150% of the Net
Profit of 2008;

the third 25% of the options granted to each grantee shall be
exercisable within five years after 31 March 2012 provided that the
net profit attributable to the owners of the Company for the financial
year ended 31 December 2011 as disclosed in the final results
announcement of the Company is not less than 200% of the Net
Profit of 2008; and

the remaining 25% of the options granted to each grantee shall be
exercisable within four years after 31 March 2013 provided that the
net profit attributable to the owners of the Company for the financial
year ended 31 December 2012 as disclosed in the final results
announcement of the Company is not less than 280% of the Net
Profit of 2008.

1. BH25% KT EARAZBBREAN_Z—FF
ZA=T - HAREFERTE  EFREALR
AEFEENMARBEEE—ZTNAE+ A
=+ —RUIMERFEEARBEE ABELNT
PRBEZZTNF+ A=+ —BHIEHMERF
EARRAREAANREAFN(TREREEA L
WEXB2EXB)(ZTENFHAN]D 2
100% :

2. R25% T EFRAZBRIETN T ——F
= A=+—BUEAFRITE  ERREEAR
RI2FEEAGBEEEE-_S—TF+=A
=+ ALMBREEARQREA ABEAFIR
DRZFTNFHEHZ150% :

3. FE26% BT EEARAZBEREIN _-F—
ZEZRA=t+—BURAFRITR - ERRE
ARBREFEERMAIRBEE—T—F+
ZAZTHUEMBFEEARREAR ARG
RPN =TT NFHEFZ200% : &

4. BT 26% R TFEERRAZBREINR _F—=
FZA=T—RUREFARITRE  EFREAL
AREEFEEAMAPREBRE T ——F+=
A=+—BIMERFRARTEE ABELR
TR =TT N\FHLHZ280% °

ARGEER-Z-—F+ AT _REZERLR
AMITESE -

(b) Mr. Zhou Xiangyang was appointed as an executive Director of the Company (b)
on 12 December 2012.

(© EERAEREREEN - ——F+-A+=-HE
ERRBRITES ©

(c) Mr. Cai Qiwu and Mr. Qu Fei resigned as executive Directors of the Company
on 12 December 2012.

Details of the Share Option Scheme are disclosed in Note 16(b) to the BB HEA S 2 BN A MERE M T 16(0)HE -
consolidated financial statements.

BENFEZEEIN  REBEE-T——F+=A=+
—BFEA - ARE) AR E A B SR EE
(EERBHFRHEEN) - HRRHM B A 7T
RARMEDEEMLH - REEEI AR F &S
TTEA B#EE AR A RIS AR HARESAE (F & R
H REEGH]) 2 FAR MK ES MR - SR AF
& AT TR 2 SRR o

Save as disclosed above, at no time during the year ended 31 December
2012 was the Company or any of its subsidiaries or associated
corporations (within the meaning of the SFO), its fellow subsidiaries or its
holding company, a party to any arrangements to enable the Directors or
the chief executive of the Company to acquire benefits by means of the
acquisition of the shares in, or debentures of, the Company or any of its
associated corporations (within the meaning of the SFO), or had exercised
any such rights during the Year.
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Other than those interests disclosed above, as at 31 December 2012, none
of the Directors and the chief executive of the Company and their
respective associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
he/she was taken or deemed to have under such provisions of the SFO) or
which were recorded in the register kept by the Company under section
352 of the SFO, or which were required to be notified to the Company and
the Stock Exchange pursuant to the Model Code.

Directors’ Interest in Competing Businesses
As at 31 December 2012, none of the Directors was interested in any

business apart from the business of the Group, which competes or is likely
to compete, either directly or indirectly, with that of the Group.

B b E SN RCE——F+ A=+
—H BEERARFESTBRAEREZABEA
TUEBREARARSERAEIE(ERRAESF LGS
iRl 2 Bctn ~ MR HEFZ ISR ET
BIRERE S RIEGAIEXVEE 7 RESHE(BEE
BARIERE 75 R AV E P B BRSO B IR ER A
ZHEEFOKR) Mg AR F R R AR B R 5 N
BIRPIFEB2GFRARRBAFEZBLMA - AR
BAIREST RIF S AR R KB -

EENGEEGZ2ER

RITF——F+-_A=1—H BMEEERLEE
BN EEBHHEREAREEBEE I
KRR F] BE RS S 2 A o
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Substantial Shareholders’ Interests FERFRIER

BIEES LHEIGPIE336EAN A FIEFE 2 B
RZE——F+-A=+—H  FIAT(E
BRAR A RETTHRABBRIN RAR G Z D K HE
AR (D R A R B R ¢

As at 31 December 2012, the following persons, other than a Director or
chief executive of the Company, had an interest or short position in the  £87~ -
shares and underlying shares of the Company as recorded in the register

required to be kept under section 336 of the SFO:

Approximate

Number of percentage of
Name of shareholder Nature of Interest shares held shareholding
RS & REmitE BERGHEE fHREBOESI
Midea Holding (Cayman Islands) Limited Long position Beneficial interest 1,901,204,779 67.38%
(“Midea (Cayman lIslands)”) (Note 1)
EER(A=HS)BRAR HE BEatEn
(= (RA=ES) D)
Midea Investment Holding (BVI) Limited Long position Interest in a controlled 1,901,204,779 67.38%
(“Midea Holding”) (Note 2) corporation
EOERBUVER AT ErER D (ME2) F& R AE RS
Midea Group Co., Ltd. (“Midea”) (Note 3) Long position Interest in controlled 1,947,116,779 69.00%
corporations
ENEERGAERARGIEENEEER & R EE
~E([ = DFIES)
Foshan Shunde Midea Investment Holding Long position Interest in controlled 1,947,116,779 69.00%
Co., Ltd. (“Shunde Midea”) (Note 4) corporations
FRILTEfEEENREERARAF ey} REEE RS
(MNgfEzey D (Pat4)
Mr. He Xiangjian (Note 5) Long position Interest in controlled 1,947,116,779 69.00%
corporations
Al =25 A4 (MI3E5) A R EE R
Ms. Liang Fengchai (Note 6) Long position Interest of spouse 1,947,116,779 69.00%
2R Z =+ (MizE6) HE iR
Notes: Mz -
T These 1,901,204,779 shares of the Company were registered in the name of 1. EN(HEHE ) UNEREEXLTEREAZS
and beneficially owned by Midea (Cayman Islands). 1,901,204, 779/ A A B IR ©
2. Midea Holding was deemed to be interested in the 1,901,204,779 shares of 2. EHIERFERFBER (FSHE)100% RIEM R R5E

the Company in which Midea (Cayman Islands) was interested by virtue of its
holding 100% equity interest in Midea (Cayman Islands).

H(HSHE)EAERZ 1,901,204,779 AR FIRXHD
REEARER o
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38 There were 45,912,000 shares of the Company registered in the name of
and beneficially owned by Midea International Corporation Company Limited
(“Midea International”) which is a company owned as to 100% by Midea.
Midea Holding is also a company owned as to 100% by Midea. Accordingly,
Midea was deemed to be interested in the aggregate of 1,947,116,779
shares of the Company including 45,912,000 shares in which Midea
International was interested and 1,901,204,779 shares in which Midea
Holding was deemed to be interested by virtue of its holding 100% equity
interest in both Midea International and Midea Holding.

4. The registered capital of Midea is owned as to 59.85% by Shunde Midea.
Accordingly, Shunde Midea was deemed to be interested in the aggregate
number of 1,947,116,779 shares of the Company in which Midea was
deemed to be interested by virtue of its holding 59.85% equity interest in
Midea.

5. The registered capital of Shunde Midea is owned as to 94.55% by Mr. He
Xiangjian. Accordingly, Mr. He Xiangjian was deemed to be interested in the
aggregate number of 1,947,116,779 shares of the Company in which Shunde
Midea was deemed to be interested by virtue of his holding 94.55% equity
interest in Shunde Midea.

6. Ms. Liang Fengchai is the spouse of Mr. He Xiangjian and is therefore
deemed to be interested in the aggregate number of 1,947,116,779 shares
of the Company in which Mr. He Xiangjian was deemed to be interested.

Save as disclosed above, as at 31 December 2012, the Company was not
aware of any other person (other than the Directors or chief executive of
the Company) who had an interest or a short position in the shares or
underlying shares of the Company which was required to be notified to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and have
been recorded in the register kept by the Company under section 336 of
the SFO.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into
or existed during the Year.

Major Customers and Suppliers

Sales to the Group’s five largest customers together accounted for less
than 30% of the Group’s total sales during the Year.

Purchases from the Group’s five largest suppliers together accounted for
less than 30% of the Group’s total purchase during the Year.

3. EMBEBRERERAR(ENBER D) AENZERAN
AR UEBREZFLEIERHES 45,912,000 BRAAQ A
BR1p - EMERTAZENZEEBNRR - Bt - =
H#EHE A KA BIRR R SR MR AR ) 100% AR AE M 48 4R A 7
481,047,116, 779 R AR R (B IFEEMERESR
Tz 45,912,000 AR AR 9 R = R AR H048 A A o
791,901,204, 7790 i {0 ) R B 2= -

4. IEfESE R R KM EM AR 2 59.85% AUt - IEMESE
BYFEF B /0 59.85% M AR BN MR R IER
W H1,947, 116,779 A A AR M T A -

5. AZREERAIBEENAMERZ 94.55% » Ft -
=2 e £ H A B ER 94.55% B MR AR IE
BENWAR BEG R 2 8501,047,116,779 IR A A &)
DR

6. ZRNLZ T BAZELE RS - Bt - R ARA
ZREEWFE AR BEZR 2 BE1,047,116,77T9 AR
AN AR ©

BEXHEESEN  R-T——F+-A=+—8"
AARWTIBEEAEMA L (RAREE L ZRIT
A BERIN A RIS sk AR (0 B i 2 ok
REMARER S R EBROIEXVEE2 X3 ERM
AR R REBALRRARIREES REIEEDI 533615
BEEZELMA -

REAEE  AATLEREREBREAEELY
2 ERRATR IR R EA A -
EERFRHIED

AEBRARBRFZHEBREAERNAEE 28
EREEN30% °

AEBRREER 2 RBBEREAEERNAFER
ZBRER B RRIEN80% o
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Connected Transactions and Continuing
Connected Transactions

During the Year, the Group had the following connected and continuing
connected transactions which were disclosed by published
announcements:

Connected Transaction

On 18 September 2012, FEREEEEEIEF R A 7] (Guangdong Welling
Motor Manufacturing Co., Ltd.) (“GD Welling”, a wholly-owned subsidiary of
the Company) as a guarantor entered into a guarantee agreement
(“Guarantee Agreement”) in favour of £ E BT %5 H R A 7] (Midea Group
Finance Co., Ltd.) (“Finance Company”, a subsidiary of Midea which is the
controlling shareholder of the Company) to guarantee the repayment of
one-year term loan in amount of RMB100,000,000 (“Loan Facility”) granted
by the Finance Company to ILIFRZEMNEEGR AR (Shanxi Huaxiang
Group Co., Ltd.) (“Shanxi Huaxiang”), which is a company owned as to
49% by GD Welling and 51% by |LUFARE A ZERNE X BRR A A (“Huaxiang”,
an independent third party). To fully secure the repayment obligations of
Shanxi Huaxiang under the Loan Facility, Huaxiang, being another
shareholder of Shanxi Huaxiang, has also entered into another guarantee
agreement in respect of the Loan Facility on the same date on terms similar
to the Guarantee Agreement. The provision of guarantee by GD Welling
under the Guarantee Agreement constituted a connected transaction of the
Company and was subject to reporting and announcement requirement
but exempt from independent shareholder’s approval requirement under
Chapter 14A of the Listing Rules. Details of the Guarantee Agreement are
disclosed in the Company’s announcement dated 18 September 2012.

Continuing Connected Transactions
(1 On 13 April 2010, the Company entered into the Wellkey framework
agreement (“Wellkey Framework Agreement”) with Foshan City
Wellkey Electrical Material Co., Ltd. (“Wellkey”, a company controlled
by Mr. He Jianfeng who is the son of Mr. He Xiangjian, the controlling
shareholder of Midea) which set out the basis for the purchase of
raw materials by the Group from Wellkey and the annual caps of
transaction amount for the three years ended 31 December 2012.
The Wellkey Framework Agreement and the transactions
contemplated thereunder were approved by the then independent
shareholders of the Company at an extraordinary general meeting of
the Company held on 18 May 2010.

Welling Holding Limited Annual Report 2012
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On 15 April 2011, the Company and Midea entered into a new
Midea framework agreement (“New Midea Framework Agreement”)
to renew the previous Midea framework agreement dated 13 April
2010 for a term of three years ending 31 December 2013 and set
the revised and new annual caps in respect of (i) the sale of motors
and electronic and electrical components for electrical household
appliances and raw materials by the Group to Midea Group; and (i)
the purchase of raw materials and processed raw materials and
motor samples by the Group from Midea Group (together the “Sales
and Purchases CCTs”) for three years ending 31 December 2013.
The New Midea Framework Agreement and the transactions
contemplated thereunder (including the revised and new annual
caps of the Sales and Purchases CCTs) were approved by the then
independent shareholders of the Company at an extraordinary
general meeting of the Company held on 26 May 2011.

On 19 April 2012, GD Welling entered into the financial services
framework (renewal) agreement (“Financial Services Framework
(Renewal) Agreement”) with the Finance Company to (i) revise the
annual caps for the year ended 31 December 2012 in respect of the
core financial services (including deposit, loan, bills discounting, bills
acceptance, guarantee and foreign exchange services) provided
under the previous financial services framework agreement dated 13
April 2010 (“Financial Services Framework Agreement”); and (ii)
extend the term of the Financial Services Framework Agreement for
two more years to 31 December 2014 and set the new annual caps
of the aforesaid core financial services for the two years ending 31
December 2014 in order to fulffill its business requirements. Details of
the transactions are disclosed in the Company’s announcement
dated 19 April 2012 and circular dated 11 May 2012.

The Financial Services Framework (Renewal) Agreement and the
transactions contemplated thereunder (including the revised and
new annual caps of the aforesaid core financial services) were
approved by the then independent shareholders of the Company at
the extraordinary general meeting of the Company held on 31 May
2012.

The Finance Company was granted approval to commence the loan
business in March 2012 and the foreign exchange business in June
2012 and has commenced these business activities during the Year.
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On 23 January 2013, the Company, GD Welling and the Finance
Company entered into a supplemental agreement (“Supplemental
Agreement”) to amend the terms of the Financial Services
Framework (Renewal) Agreement by adding the subsidiaries of the
Company incorporated in the PRC (other than those subsidiaries of
the Company held by GD Welling) as additional users to use the
financial services to be provided by the Finance Company under the
Financial Services Framework (Renewal) Agreement. Details of the
Supplemental Agreement are disclosed in the Company’s
announcement published on 23 January 2013.

On 11 January 2013, the Company and Annto Logistics Co., Ltd.
(formerly known as “Wuhu Annto Logistics Co., Ltd.”) (“Annto”, a
subsidiary of Midea) entered into the new logistic service agreement
(“New Logistic Service Agreement”) to (i) further renew the previous
logistic service agreement dated 13 April 2010 which had expired on
31 December 2012 in order to continue the use of logistic services
to be provided by Annto and/or its subsidiaries to the Group for a
three-year term; and (i) set out the new annual caps of logistic
service fees payable for the three years ending 31 December 2015.
The New Logistic Service Agreement and the transactions
contemplated thereunder were exempt from the independent
shareholders’ approval requirement under Chapter 14A of the Listing
Rules. Details are disclosed in the Company’s announcement dated
11 January 2013.

No logistic service fees were paid by the Group to Annto during the
year ended 31 December 2012.
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The following table sets out the transaction amount of each of the aforesaid
continuing connected transactions of the Group during the Year and the

relevant approved annual caps for 2012:

Transaction amount

for the year ended

TR LAAEBERANFREESFEBFEZIFHNRZ
SN _T-_FOEMENERFELR :

Annual caps

Transactions 31 December 2012 for 2012
BE_F——-%
+=A=+-—H
x5 IHEENRGEE —“S——"FFELR
(RMB’000) (RMB’000)
(AR®BFT) (AR®BFT)
Sale of motors and electronic and electric MEMNEBEHEEREEHLE 2,094,439 8,487,000
components for electrical household FEB/ERLRME
appliances and raw materials to Midea
Group
Purchase of raw materials and processed raw  [F)3£ )£ B HEREE R AR K2 48 hn 186,181 500,000
materials and motors samples from Midea TIRAR R B
Group
Purchase of raw materials from Wellkey B B B R R 2,487 338,000
Financial services provided by the Finance T RIR L0 T 75 AR 75
Company
— Deposit (daily maximum outstanding balance — fF#k (B IR F B & FE 352,792 1,172,000
including accrued interest and BT HRGRSAR)
handling fees)
— Loan (daily maximum outstanding balance ~ — B (BERHFERFE 191,215 853,000
including accrued interest and ENEBARRER)
handling fees)
— Bills discounting (face value of the bills — ZRMBR(CUBNRIE 162,977 2,308,000
discounted) HfE)
— Bills acceptance (face value of the bills — EEER (EERLHEE 488,650 2,795,000
accepted) HE)
— Guarantee — R — 1,500,000
— Foreign exchange — HNE — 1,353,000
REZRARAT —T-—55H
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Details of the significant related party transactions entered into by certain
members of the Group during the year ended 31 December 2012 pursuant
to the agreements mentioned above, which constituted connected
transactions under Chapter 14A of the Listing Rules, are disclosed in Note
35 to the consolidated financial statements.

The independent non-executive Directors have reviewed the continuing
connected transactions of the Group during the Year and confirmed that
the continuing connected transactions have been entered into:

(1 in the ordinary and usual course of business of the Group;

(2)  on normal commercial terms; and

©) in accordance with the relevant agreements governing the
transactions on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

The Board of Directors engaged PricewaterhouseCoopers, the auditor of
the Company, to report on the Group’s continuing connected transactions
in accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to the Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued his unqualified letter containing their
findings and conclusions in respect of the continuing connected
transactions of the Group disclosed above in accordance with Rule 14A.38
of the Listing Rules. The auditor has confirmed to the Company that
nothing has come to their attention that causes them to believe the
continuing connected transactions of the Group for the year ended 31
December 2012 as disclosed above:

(1) bhave not received the approval of the Board of Directors of the
Company;

) were not, in all material respects, in accordance with the pricing
policy of the Company;

©)) were not entered into, in all material respects, in accordance with the
relevant agreements governing such transactions; and

4) have exceeded the amounts of annual caps as disclosed in the
previous announcements made by the Company on 13 April 2010,
15 April 2011 and 19 April 2012 in respect of each of the disclosed
continuing connected transactions.
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A copy of the auditor’s letter on continuing connected transactions of the
Group for the year ended 31 December 2012 has been provided by the
Company to the Stock Exchange. The Company confirmed that it has
complied with the disclosure requirements with respect to the above-
mentioned continuing connected transactions of the Group in accordance
with Chapter 14A of the Listing Rules.

Disclosure Pursuant to Rule 13.22 of the Listing
Rules

As at 31 December 2012, the aggregate amount of guarantees given for
the loan facilities granted to the associates by the Group amounted to
HK$719,571,000 which exceeded 8% of the assets ratio as defined in Rule
14.07(1) of the Listing Rules. A pro-forma combined statement of financial
position of the associates, in which the Group has a 49% equity interest, as
at 31 December 2012 is presented below:

RAATEEAEBBEE_T——F+-A=+—H
L FERHBERERSE BN KRR x 25
RAT o AARMERE R _EX il AEEFERE
RGBT LETRASE AT ZHEERT °

REE_E iR AISE13. 22 E H i 58

RZB—ZF+ZA=+—H AEERHBHLAA]
ESEFREMBRHZERELRERBE
719,571,000 7T * #8iE E AR RIS 14.07(1) IRPASAE
BEHNERZ8% MN_EB——F+-_A=+—0" %
BMAEEES 49% RIENHE QAR 2 HEZE I
RRREHNAT -

Pro-forma combined

statement of Group’s attributable

financial position interest (49%)

HEEEHMBRRAR FEBEEILEL@9%)

HK$'000 HK$’000

BT T BT T

Non-current assets R EE 779,445 381,928
Current assets MENVAE 864,417 423,564
Current liabilities mEBE (797,580) (390,814)
Non-current liabilities JERBAR (291,855) (143,009)
Net assets B 554,427 271,669

Non-Competition Deed

On 22 February 2008, Midea entered into a non-competition deed in favour
of the Company (“Non-Competition Deed”) to undertake that Midea and
other members of Midea Group (except the Group) will not engage in any
business of the manufacturing and distribution of motors and electronic
and electric components for all electrical household appliances and any
business activities carried on or proposed to be carried on by the Group
which would directly or indirectly compete with the business of the Group.
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REPORT OF THE DIRECTORS

EFEEHRE

In compliance with the requirement of the Non-Competition Deed, Midea
has submitted to the Company the annual declaration confirming that
Midea and its associates (as defined in the Listing Rules) have complied
with all the provisions of the Non-Competition Deed throughout the year
ended 31 December 2012 (“Declaration”). The independent non-executive
Directors have reviewed the Declaration and are satisfied with the
compliance by Midea and its associates with the provisions of the Non-
competition Deed and the enforcement of the Non-competition Deed
during the year ended 31 December 2012.

Compliance with the Model Code for Securities
Transactions by Directors and the Corporate
Governance Code

Please refer to the Corporate Governance Report set out on pages 22 to
45 for the compliance with the Model Code for Securities Transactions by
Directors and the Corporate Governance Code.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of its Directors, the Directors confirmed that the
Company has maintained, during the Year, sufficient public float as required
under the Listing Rules.

Auditor

The consolidated financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of
PricewaterhouseCoopers as auditor of the Group is to be proposed at the
forthcoming AGM.

On behalf of the Board
Welling Holding Limited
ZHOU Xiangyang
Chairman

Hong Kong, 11 March 2013
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INDEPENDENT AUDITOR’S REPORT

B BETR &

FOR THE YEAR ENDED 31 DECEMBER 2012
HE_Z——F+_-_A=1+—HItFE

_
pwc

Independent Auditor’s Report
To The Shareholders of Welling Holding Limited

(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Welling Holding
Limited (the “Company”) and its subsidiaries (together, the “Group”) set out
on pages 69 to 187, which comprise the consolidated and company
statements of financial position as at 31 December 2012, and the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ Responsibility for the Consolidated
Financial Statements

The Directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants, and the Hong Kong
Companies Ordinance, and for such internal control as the Directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with section 141 of the Hong Kong Companies
Ordinance and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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INDEPENDENT AUDITOR’S REPORT

ENVE e GRS

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_Z——F+-_A=+—HIFE

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a true and fair
view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Directors, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2012, and of the Group’s profit and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and
have been properly prepared in accordance with the Hong Kong
Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 11 March 2013

Welling Holding Limited Annual Report 2012
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

HFEUBRRRER
AS AT 31 DECEMBER 2012
RZZE——F+=-A=+—H
As at 31 December
®+=A=+—H
2012 2011
—T——%f —E——%F
Note HK$’000 HK$'000
B 5T BETT BT
ASSETS BE
Non-current assets EREEE
Leasehold land and land use rights FHE 140 o T b 6 219,722 171,367
Property, plant and equipment Y% - B k&E 7 1,242,984 1,137,570
Intangible assets mEE 8 77,588 65,017
Investments in associates BN aE 10 271,669 254,352
Deferred income tax assets RIEFTSTHEE 22 39,567 38,853
Available-for-sale financial assets At ESRmEE 11 102,819 97,307
Prepayment for property, plant and equipment  JBSH#1% - B & & E70E 13 3,281 11,981
1,957,630 1,776,447
Current assets RBEE
Inventories ey 12 703,531 613,051
Trade and other receivables B 5 NEAE Hﬁl?ﬁ( 13 2,317,144 1,635,114
Due from related companies FEUS FEHS A R FOR 35(b) 880,436 1,070,358
Derivative financial instruments PTES mﬁlﬂ 21 14,997 16,792
Pledged bank deposits with maturity period =AM LRz
over 3 months BHEIFRITIFR 14 50,007 77,767
Cash and cash equivalents ReRRSEEY 15 915,308 972,923
4,881,423 4,386,005
Total assets HEE 6,839,053 6,162,452
EQUITY L35
Capital and reserves attributable to EATHE NEIERAREE
the owners of the Company
Share capital A&7 16 1,410,856 1,410,806
Other reserves HAbfEE 17 773,170 700,121
Retained earnings REB BT
— Proposed final dividend — BERERE 30 135,442 112,865
— Others — Hitb 729,336 272,022
3,048,804 2,495,814
Non-controlling interests FEiER e 54,450 56,360
Total equity HERUEEE 3,103,254 2,552,174
AEZRRERAT —B-—£FH
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

FEMBRRR

AS AT 31 DECEMBER 2012
RN_E——_F+=ZA=+—H

As at 31 December

®+=ZA=+—H
2012 2011
e St 3 —E——%F
Note HK$’000 HK$'000
MY BET T BT
LIABILITIES =1
Non-current liabilities EREEE
Borrowings & 18 129,188 94,395
Deferred income tax liabilities RIEFTSTHEE 22 94,402 73,549
Deferred government grant IR TR AL 19 22,802 23,282
246,392 191,226
Current liabilities mENEE
Trade and other payables B 5 REMPERFK 20 2,976,487 3,012,053
Due to related companies FEASTRARSE A FIFIE 35(b) 139,614 130,376
Derivative financial instruments PTEemIA 21 8,913 240
Current income tax liabilities BNERFTISH & & 57,679 37,262
Borrowings B 18 306,714 239,121
3,489,407 3,419,052
Total liabilities EEE 3,735,799 3,610,278
Total equity and liabilities R EEEE 6,839,053 6,162,452
Net current assets REEEFE 1,392,016 966,953
Total assets less current liabilities BEERREARE 3,349,646 2,743,400

The notes on pages 80 to 187 are an integral part of these consolidated A% 80% 187 B 2 Mt AltGAMEHRE 2 —30
financial statements. e

The consolidated financial statements on pages 69 to 187 were approved &EZFe@W _ET—=F=A+—H#LENFEEIE
by the board of directors on 11 March 2013 and were signed on its behalf.  187B G AFEHRE TRAXREZTSEE o

Director Director
BF EFE
ZHOU Xiangyang LU Xiaoji
ARk =]
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STATEMENT OF FINANCIAL POSITION

AR R

AS AT 31 DECEMBER 2012
RZE—=—F+=A=+—H

As at 31 December

®+=A=+—H
2012 2011
—T—-F —E——%F
Note HK$’000 HK$'000
M=E HBETIT BT
ASSETS BE
Non-current assets EREEE
Property, plant and equipment Y% - B kB 7 16 15
Investments in subsidiaries BN RIRE 9 5,475,618 5,377,520
5,475,634 5,377,535
Current assets REEE
Loan to a subsidiary BRT—RMB AR 9 - 60,143
Trade and other receivables 5 R EAM YR 13 485 485
Dividend receivable FEU AR B 155,000 145,000
Cash and cash equivalents Be MIREEEY 15 3,097 13,457
158,582 219,085
Total assets HEE 5,634,216 5,596,620
EQUITY W
Capital and reserves attributable to EATHERA
the owners of the Company FBIERE R E
Share capital &N 16 1,410,856 1,410,806
Other reserves E A 17 4,059,913 4,061,692
Retained earnings REET
Proposed final dividend EEARERE 30 135,442 112,865
Others Hiph 25,720 8,666
Total equity W4 5,631,931 5,594,029
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STATEMENT OF FINANCIAL POSITION

TR ILR

AS AT 31 DECEMBER 2012
RN_E——_F+=ZA=+—H

As at 31 December

wW+=A=+—H
2012 2011
e St 3 —E——%F
Note HK$’000 HK$000
5T HBETIT BT T
LIABILITIES afa

Current liabilities REAE
Trade and other payables B 5 REMPERRK 20 2,285 2,591
Total liabilities HaE 2,285 2,591
Total equity and liabilities R R EEEE 5,634,216 5,596,620
Net current assets HREEEFHE 156,297 216,494
Total assets less current liabilities BEERRESARE 5,631,931 5,594,029

7

The notes on pages 80 to 187 are an integral part of these financial RE80E187 B Z MsE At IRz 2 — 55 °
statements.

.

%

The consolidated financial statements on pages 69 to 187 were approved EFEER_-T—=F=H+—HHANREE9E 187
by the Board of Directors on 11 March 2013 and were signed on its behalf. B Z#iR& 8 HHE TREEFSES

o

Director Director
BF BF
ZHOU Xiangyang LU Xiaoji
] =]
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CONSOLIDATED INCOME STATEMENT

mEWmR

FOR THE YEAR ENDED 31 DECEMBER 2012
BE-_ZE——F+-_A=1t—HIFE

Year ended 31 December

BE+-A=t+—HLLEE

2012 2011
e St 3 —E——%F
Note HK$’000 HK$'000
M=E BETT BT T
Continuing operations RHEREER
Revenue A 5 7,787,502 10,490,373
Cost of goods sold HEE MR (6,563,651) (9,287,892)
Gross profit E7 1,223,851 1,202,481
Other gains — net Emias — F58 23 71,548 14,809
Selling and marketing costs HE RS HEERAR (164,619) (140,736)
Administrative expenses TR (336,435) (306,078)
Operating profit wENE 794,345 770,476
Finance costs BhE PR 26 (31,823) (61,589)
Finance income B WA 26 6,192 10,047
Finance costs — net BERA — F58 26 (25,631) (51,542)
Share of profit of associates s N F) R 10 17,322 19,204
Profit before income tax OB FR S B ETFIE 786,036 738,138
Income tax expense FrSFiRx 27 (147,670) (146,130)
Profit for the year from HEEEEBZ
continuing operations SEEFE 638,366 592,008
Discontinued operations CRIEEEET
Profit from discontinued operations KRB E TS 2 T - 12,583
Profit for the year EENHE 638,366 604,591
Profit attributable to: AT A LREMSFIE -
Owners of the Company RN RSN 640,256 607,563
Non-controlling interests IR (1,890) (2,972)
638,366 604,591
REZRERAT —T--F5H# 73
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CONSOLIDATED INCOME STATEMENT

mEWmR

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_Z——F+-_A=+—HIFE

Year ended 31 December

BE+-A=t+—HLLEE

2012 2011
—ET—_—F —E——%F
Note HK$’000 HK$'000
FisE BT BT T
Profit attributable to the owners of the EATIHAAN
Company arises from: FEALFIT
— Continuing operations — RERFEEEES 640,256 594,980
— Discontinued operations — RERIEEEEDS - 12,583
640,256 607,563
Earnings per share from continuing and RATIHEEA
discontinued operations attributable to FEIEIHEEEERR
the owners of the Company, expressed RILEEEB2BREN
in HK cents per share LIS EW SR
Basic earnings per share BEREXET
From continuing operations REFELCEES 29 22.69 21.11
From discontinued operations REKR I EETR 29 - 0.45
22.69 21.56
Diluted earnings per share SkiEERF
From continuing operations REAFECEES 29 22,57 20.95
From discontinued operations REKR IS EET 29 - 0.44
22.57 21.39

Details of proposed final dividend payable to the owners of the Company

are set out in note 30.

The notes on pages 80 to 187 are an integral part of these consolidated

financial statements.

Welling Holding Limited Annual Report 2012
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FEEEKER

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_T——FT-A=1+—BLFE

Year ended 31 December

BE+-A=t+—HLLEE

2012 2011
ot =Bt 3 —T——%
Note HK$’000 HK$'000
=S BETT BT T
Profit for the year FEEFH 638,366 604,591
Other comprehensive income: Hip2EE -
Currency translation differences HEERER 1,121 104,738
Change in value of available-for-sale financial At H&E S B EE
assets BEZH 11 5,518 4,694
Other comprehensive income for the year FEHMEARG 6,639 109,432
Total comprehensive income for the year (EERHEISEEE 645,005 714,023
Total comprehensive income for the year LI FALTFRE(EERE
attributable to: 2mEiIREEE -
Owners of the Company ViN/NETE 2N 646,915 716,716
Non-controlling interests FEVE AR A (1,910) (2,693)
645,005 714,023
Total comprehensive income attributable ZAASERA
to the owners of the Company arises fEiEE2m|
from: a5 48EE -
Continuing operations REFEICEET 646,915 704,133
Discontinued operations RE R EETS - 12,5683
646,915 716,716

The notes on pages 80 to 187 are an integral part of these consolidated ~ FAZE80E 187 B 2 MitE Alt4r & B isHhk s — 55 o
financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEEREHR

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_T——F+t-A=1+—HLFE

Attributable to the owners of the Company

RARHEE NES
Retained
earnings/ Non-
Share Other  (accumulated controlling
capital reserves losses) Total interests  Total equity
REEF,
gz Hbf#E (R&HER) AFt FRIERRRER T ER
HK$'000 HK$’'000 HK$’000 HK$'000 HK$'000 HK$'000
BETT BETFT BEFT BT BETFT BETFT
Balance at R-8——%
1 January 2011 —RA—HB2Z4%83 1,409,056 583,999 (72,055) 1,921,000 54,304 1,975,304
Comprehensive income: 2mEIS :
Profit for the year 4 FE IR - - 607,563 607,563 2,972) 604,591
Other comprehensive income: Hib2mEiss :
Available-for-sale financial assets AfHESREE — 4,694 - 4,694 — 4,694
Currency translation differences EHERZR — 104,459 - 104,459 279 104,738
Total comprehensive income 2mEgiEEE — 109,153 607,563 716,716 (2,693) 714,023
Transaction with owners: HEEAAETHRS :
Transfer to statutory reserves BEEATFRE — 37,896 (37,896) — — -
Employee share option scheme B EHEARESTE
— value of services provided — PRS2 EBE — 3,136 - 3,136 - 3,136
— options lapsed — BARMHERE — (637) - (637) — (637)
— proceeds from shares issued — BITRMAERIE 1,750 998 — 2,748 - 2,748
— share issuance expenses — B BITRAX - (34) — (34) - (34)
Consideration paid for merger of a AU LRSI T 2 M8
subsidiary under common control NEIBERARE - (88,694) - (88,694) — (88,694)
Deemed contribution from ultimate BRI AT
holding company arising from its W IR AR i
acquisition of non-controlling FREEEHIIRIE
interests ) - 54,304 - 54,304 (54,304) -
Non-controlling interest arising on EBAHEE
business combination SRR = — — — — 59,053 59,053
Dividend relating to 2010 —E-ZFERE - - (112,725)  (112,725) - (112,725)
Total transaction EEHANETZ
with owners X HEEA 1,750 6,969 (150,621) (141,902) 4,749 (137,158)
Balance at N-F——%+=H
31 December 2011 =+—B2Z%8 1,410,806 700,121 384,887 2,495,814 56,360 2,652,174

Welling Holding Limited

Annual Report 2012



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

mEEmERR

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_T——FT-A=1+—BLFE

Attributable to the owners of the Company

RAT R ANFEL
Non-
Share Other Retained controlling Total
capital reserves earnings Total interests equity
(&3 Hibfkts REEA At FEiEiRiER i
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

ERTR EETR EETR EETR EETRT EETR

Balance at N=—®——#—HA—H

1 January 2012 248 1,410,806 700,121 384,887 2,495,814 56,360 2,552,174
Comprehensive income: 2EE :
Profit for the year 4RI - — 640,256 640,256 (1,890) 638,366
Other comprehensive income: HibZ2mElhss :
Available-for-sale financial assets At ESREE - 5,518 - 5,518 = 5,518
Currency translation differences EEERER - 1,141 - 1,141 (20) 1,121
Total comprehensive income 2HEIEEE - 6,659 640,256 646,915 (1,910) 645,005
Transaction with owners: HEERHNETHRS :
Contribution by owners relating to BREEANRG BE

share-based payment B ST E B

(Note 17(0)) (F3E17(0)) - 19,423 - 19,423 - 19,423
Transfer to statutory reserves RSN - 47,500 (47,500) - - -
Employee share option scheme B BB 8
— value of services provided — FTRARB 2 EE - 959 - 959 = 959
— option lapsed — BRRA AR - (1,514) - (1,514) - (1,514)
— proceeds from shares issued — BRHBITAGHIE 50 25 - 75 - 75
— share issuance expenses — BRIHBITRX - () - ) = ()]
Dividend relating to 2011 T —FERE - - (112,865) (112,865) - (112,865)
Total transaction BEERANEITZ

with owners prd k] 50 66,390 (160,365) (93,925) - (93,925)
Balance at n-®——%+=A

31 December 2012 =t+—BZH&8 1,410,856 773,170 864,778 3,048,804 54,450 3,103,254

The notes on pages 80 to 187 are an integral part of these consolidated ~ AZE80E 187 B Mt At G A IEER 2 —35 o
financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FEHERER

FOR THE YEAR ENDED 31 DECEMBER 2012
BE_Z——F+-_A=1t—HIFE

Year ended 31 December

BE+-A=t+—HLLEE

2012 2011
e St 3 —T——%
Note HK$’000 HK$'000
gz BT BT T
Cash flows from operating activities BEEHZHERE
Cash generated from operations WEEEZRS 31(a) 348,404 882,084
Interest paid BRFE (15,046) (49,370)
Interest received BUF B 6,192 10,181
Income tax paid 2R ETSH (107,192) (159,789)
Net cash generated from operating activities KEEBEE RS FRE 232,358 683,106
Cash flows from investing activities BREFHZEAERE
Purchases of property, plant and equipment BEWE  BERE 7 (278,337) (378,894)
Decrease in prepayment for property, plant AR - BE R
and equipment HERIBER L 13 8,700 6,354
Proceeds from sale of property, plant and HEME - BEK
equipment RIS FRIE 31(b) 31,030 57,720
Proceeds from disposals of property, HERIEEEER 2 - B
plant and equipment for discontinued B KRB PS FIE
operations - 27,180
Purchases of leasehold land and land use BEHELTHR
rights T R 6 (52,779) (31,609)
Development cost FAEE A A 8 (15,629) (5,608)
Proceed from deferred government grant EIEES AL FT1S 5RIE 19 - 23,757
Consideration paid for merger of a subsidiary A FFERZEH T2
under common control WEARIENRE - (88,694)
Acquisition of a subsidiary WRE R A ) - 20,564
Increase in available-for-sale financial assets A E SRV E EE N 11 - (60,394)
Net cash used in investing activities RERSTA RS 58 (307,015) (429,624)

Welling Holding Limited Annual Report 2012



CONSOLIDATED STATEMENT OF CASH FLOWS

% (= Eﬁﬁlllbg

FOR THE YEAR ENDED 31 DECEMBER 2012
BHE-Z——F+-A=t+—RBIFE

Year ended 31 December

BE+-A=t+—HLLEE

2012 2011
e St 3 —E——%F
Note HK$’000 HK$'000
FisE BETT BT T
Cash flows from financing activities AIEESZEERE
Proceeds from borrowings B ZF5508 836,198 401,735
Repayments of borrowings EEER (733,927) (448,343)
Decrease in pledged bank deposits with —EALEREZ
maturity period over 3 months EERMIRITETORL 27,760 40,233
Dividends paid BRE (112,865) (112,725)
Proceeds from issuance of ordinary shares BFITLMARATIS A 75 2,748
Shares issuance expenses BITRM X (3) (34)
Net cash generated from/(used in) financing REEBEL(FTA)
activities ik NE 17,238 (116,386)
Net (decrease)/increase in cash and cash R&RIFEZEM(RD)
equivalents g bk (57,419) 137,096
Cash and cash equivalents at the beginning of F# 23R4 MIELEEY
the year 972,923 805,079
Effect on exchange difference EHEREPE (196) 30,748
Cash and cash equivalents at end FRZEAERE
of the year %EY 15 915,308 972,923

The notes on pages 80 to 187 are an integral part of these consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

=8

2.1

A FS SRR

General Information

Welling Holding Limited (the “Company”) and its subsidiaries
(together the “Group”) manufacture, distribute and sell motors and
electronic and electric components for electrical household
appliances in the People’s Republic of China (the “PRC”) and
overseas.

The Company is a limited liability company incorporated in Hong
Kong. The address of its registered office is at Suite 3904, 39/F,
Tower 6, The Gateway, Harbour City, 9 Canton Road, Tsim Sha
Tsui, Kowloon, Hong Kong.

The Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

These financial statements are presented in Hong Kong dollars
(“HK$”), unless otherwise stated. These consolidated financial
statements have been approved for issue by the Board of Directors
on 11 March 2013.

Summary of Significant Accounting Policies
The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting
Standards (the “HKFRSs”). The consolidated financial statements
have been prepared under the historical cost convention, as
modified by the revaluation of available-for-sale financial assets and
derivative financial instruments, which are carried at fair value.

The preparation of consolidated financial statements in conformity
with HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its judgement in
the process of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the consolidated
financial statements are disclosed in note 4.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMTBHRRME

2 Summary of Significant Accounting Policies 2 FEE:BEHMEZ

(Continued)
2.1 Basis of preparation (Continued) 21 RUEEE)
2.1.1 Changes in accounting policy and disclosures 2.1.1 BB R RIEES ZE)

@  New and amended standards adopted by the Group
The following standards, amendments and interpretations are
mandatory for the first time for the financial period beginning 1
January 2012.

Amendment to HKFRS 7, ‘Disclosures — Transfers of financial
assets’ is effective for annual periods beginning on or after 1
July 2011. It promotes transparency in the reporting of
transfer transactions and improves users’ understanding of
the risk exposures relating to transfers of financial assets and
the effect of those risks on an entity’s financial position,
particularly those involving securitisation of financial assets.
The change in accounting policy do not have any material
financial impact on the Group as the Group does not have any
such transfers of financial assets during the period.

Amendment to HKFRS 1, ‘Severe hyperinflation and removal
of fixed dates for first-time adopters’ is effective for annual
periods beginning on or after 1 July 2011. It includes two
changes to HKFRS 1, ‘First-time adoption of HKFRS’. The
first replaces references to a fixed date of 1 January 2004 with
‘the date of transition to HKFRSs’, thus eliminating the need
for entities adopting HKFRSs for the first time to restate
derecognition transactions that occurred before the date of
transition to HKFRSs. The second amendment provides
guidance on how an entity should resume presenting financial
statements in accordance with HKFRSs after a period when
the entity was unable to comply with HKFRSs because its
functional currency was subject to severe hyperinflation. The
changes in accounting policy do not have any material
financial impact on the Group as the Group does not have any
operations under hyperinflation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies
(Continued)

2.1 Basis of preparation (Continued)

2.1.1 Changes in accounting policy and disclosures
(Continued)

@)

®)

New and amended standards adopted by the Group
(Continueq)

Amendment to HKAS 1, ‘Financial statement presentation’
regarding other comprehensive income. The main change
resulting from these amendments is a requirement for entities
to group items presented in ‘other comprehensive income’
(OCI) on the basis of whether they are potentially reclassifiable
to profit or loss subsequently (reclassification adjustments).
The amendments do not address which items are presented
in OCI.

Amendment to HKAS 12, ‘Deferred tax: Recovery of
underlying assets’ HKAS 12, ‘Income taxes’ is effective for
annual periods beginning on or after 1 January 2012. This
amendment therefore introduces an exception to the existing
principle for the measurement of deferred tax assets or
liabilities arising on investment property measured at fair value.
This is not currently applicable to the Group as the Group’s
does not have any recovery of underlying assets. The changes
in accounting policy do not have material impact on the
Group.

The following new standards have been issued but
are not effective for the financial year beginning 1
January 2012, and have not been early adopted by
the Group.

o Amendment to HKFRS 1, ‘First-time adoption of Hong
Kong Financial Reporting Standards’ — government
loans (effective for annual periods beginning on or after
1 January 2013)

. Amendment to HKFRS 7, ‘Financial instruments:
Disclosures — Offsetting financial assets and financial
liabilities (effective for annual periods beginning on or
after 1 January 2013)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMTBHRRME

2 Summary of Significant Accounting Policies 2 FEE:BEHMEZ

(Continued)
2.1 Basis of preparation (Continued) 21 REEEE)
2.1.1 Changes in accounting policy and disclosures 2.1.1 BB FERIEESEZE(E)

(Continued)

(b)  The following new standards have been issued but b) UTEBERMCMER -EF——F—
are not effective for the financial year beginning 1 A — H EIE 8987 I F 2 1 AR A 5%
January 2012, and have not been early adopted by A 7K E[F R T A A B 5T 2E
the Group. (Continued) Al o ()

o Annual improvements 2011 (effective for annual periods B T FEEHRER T
beginning on or after 1 January 2013) =F—A—HIzERBENFE
HRfET R AR 20
. Amendment to HKAS 32, ‘Financial instruments: o BB ERFE 325 ZIEFT A
Presentation — Offsetting financial assets and financial [2RMTE: 2% — KEHE
liabilities” (effective for annual periods beginning on or ErsBEI(R-_ZT—NFE—
after 1 January 2014) R—Hslz R EE BER
E)
. HKFRS 9, ‘Financial instruments’ (effective for annual . EAMGHREERFEOR &R T
periods beginning on or after 1 January 2015) AEl(R-—ZE—FEF—FB—H=z
& BRI F AR R AR
. HKFRS 10, “Consolidated financial statements” . EARVEREERFE 10425
(effective for annual periods beginning on or after 1 SRR IR _E—=F—F—
January 2013) H sk 2 1& B 1A B 4 & BAR A2 A4
A0
. HKFRS 11, “Joint arrangements” (effective for annual o BB TEMELERFE 11955
periods beginning on or after 1 January 2013) ZHI(RZE—=F—HA—H=%
Z & FBEYEE BRI AR AR
. HKFRS 12, “Disclosure of interests in other entities” ° EARVIEREERFE 125 N E
(effective for annual periods beginning on or after 1 MmEERESIERI(R=_2E—=
January 2013) F—A—BkzERRKNFEE

IR AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies 2 FEE:HEHMEZ

(Continued)
2.1 Basis of preparation (Continued) 21 REEEE)
2.1.1 Changes in accounting policy and disclosures 2.1.1 BB FERIEESEZE(E)

(Continued)

(b)  The following new standards have been issued but b) UTERERMBMER -EF——F—
are not effective for the financial year beginning 1 A — H EE 8987 I F 2 2R A 5%
January 2012, and have not been early adopted by A 7K E[F R T A A B 5T 2E
the Group. (Continued) Al o ()

o Amendments to HKFRS 10, HKFRS 11 and HKFRS 12 o SRR ELERF105E - BE
— Transition guidance(effective for annual periods B REYER F 1155 R EBRTE
beginning on or after 1 January 2013) HEERE12R2BETR — B

EHESI(R—_E—=F—HA—H
32 B FIIA RS HART B AE R

. HKFRS 13, “Fair value measurements” (effective for . EAMBRELERNFEAIFE A0

annual periods beginning on or after 1 January 2013) BEAEI(RZE—=F—F—
Ak &MBFEHBEE
H0)

. Amendment to HKAS 19, “Employee benefits” (effective ° EAEFTERFE 195 2 BT
for annual periods beginning on or after 1 January [EEEAI(R=_ZE—=%F—A
2013) — Bz ERREFE MR E

)

. HKAS 27 (revised 2011), “Separate financial . EASHERFE27THR (2T ——
statements” (effective for annual periods beginning on FER(ET) B M EHRER (R
or after 1 January 2013) T-=F—- A Bzl zERBL

F[E R R AE )

. HKAS 28, (revised 2011) “Associates and joint o EAe T ERF28H(ZFE——
ventures” (effective for annual periods beginning on or FEREFNEE AT RS E D
after 1 January 2013) ¥ |(RZBE—=F—HA—H%x

&R R AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies 2 FEE:BEHMEZ

(Continued)
2.1 Basis of preparation (Continued) 21 RHEEE)
2.1.1 Changes in accounting policy and disclosures 2.1.1 BB ERIGEES EE (E)
(Continued)
(b)  The following new standards have been issued but b) HUTREHEMER -FE——F—
are not effective for the financial year beginning 1 H— H B8 8987 B F B s R AL

January 2012, and have not been early adopted by H & E I AR TR AN F 5T

the Group. (Continued) Al o ()

. HK(FRIC) — Int 20, “Stripping costs in the production . AR (BB BREREEES)
phase of a surface mine” (effective for annual period — BREFEWRBRAEESEE
beginning on or after 1 January 2013) PEER 2 HIFA AR (R ZE— =4

—RB— B8 BRRNFEEEHE
AR

Management does not anticipate that the application of the revised ERREERERACETERT TS HAEER
standards will result in material impact on the Group’s consolidated REMBHRRBREATE -
financial statement.

2.2 Subsidiaries 22 MIBAST

2.2.1 Consolidation 22.1&8MHEE
Subsidiaries are all entities (including special purpose entities) over WBAREAEBAEELEETBREEER
which the Group has the power to govern the financial and operating ROFMBE TR (BIEFKENEE)  —RK
policies generally accompanying a shareholding of more than one HHRAYHRERORE I TEAEER
half of the voting rights. The existence and effect of potential voting BEGS—E 8K - BAIAITHESA LB
rights that are currently exercisable or convertible are considered BEREENTFERTZEDTERE - IR E
when assessing whether the Group controls another entity. The BT FEBB0%IEERE  BERENERE
Group also assesses existence of control where it does not have I HIEMEEM IS ER - b
more than 50% of the voting power but is able to govern the financial RIS -
and operating policies by virtue of de-facto control.
De-facto control may arise from circumstances where it does not EEEbIERRE —FRIRES —F8H
have more than 50% of the voting power but is able to govern the B50% R EME - BRENERBEEITFIEME
financial and operating policies by virtue of de-facto control. B2 E BN BN ERRNER
Subsidiaries are fully consolidated from the date on which control is MEBAREZEHEERERAEE 2 A2EE
transferred to the Group. They are de-consolidated from the date FEARR - (NB AR EEFIER 2 BRRFEL
that control ceases. BHARR -
Inter-company transactions, balances, income and expenses on SEARRZENRS - BHRKE FUS
transactions between group companies are eliminated. Profits and i o REEEAARIEHFEMBL (BRR
losses resulting from inter-company transactions that are recognised BE)INTLAEH - B AR ERER
in assets are also eliminated. Accounting policies of subsidiaries HEEHNRE - URRENEEFEANECR
have been changed where necessary to ensure consistency with the FE—3 -

policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

=8

2

2.2

TSR R M

Summary of Significant Accounting Policies
(Continued)

Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(@)  Changes in ownership interests in subsidiaries

without change of control

Transactions with non-controlling interests that do not result
in loss of control are accounted for as equity transactions —
that is, as transactions with the owners in their capacity as
owners. The difference between fair value of any consideration
paid and the relevant share acquired of the carrying value of
net assets of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests are also
recorded in equity.

2.2.2 Separate financial statements

2.3

86

Investments in subsidiaries are accounted for at cost less
impairment. The results of subsidiaries are accounted for by the
Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required
upon receiving dividends from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in the
period the dividend is declared or if the carrying amount of the
investment in the separate financial statements exceeds the carrying
amount in the consolidated financial statements of the investee’s net
assets including goodwill.

Associates

Associates are all entities over which the Group has significant
influence but not control, generally accompanying a shareholding of
between 20% and 50% of the voting rights. Investments in
associates are accounted for using the equity method of accounting.
Under the equity method, the investment is initially recognised at
cost, and the carrying amount is increased or decreased to
recognise the investor’s share of the profit or loss of the investee
after the date of acquisition. The Group’s investment in associates
includes goodwill identified on acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

23

Summary of Significant Accounting Policies
(Continued)

Associates (Continued)

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income is reclassified
to profit or loss where appropriate.

The Group’s share of post-acquisition profit or loss is recognised in
the income statement, and its share of post-acquisition movements
in other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to the
carrying amount of the investment. When the Group’s share of
losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not
recognise further losses, unless it has incurred legal or constructive
obligations or made payments on behalf of the associate.

The Group determines at each reporting date whether there is any
objective evidence that the investment in the associate is impaired. If
this is the case, the Group calculates the amount of impairment as
the difference between the recoverable amount of the associate and
its carrying value and recognises the amount adjacent to ‘share of
profit of associates’ in the income statement.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associate are recognised in
the Group’s financial statements only to the extent of unrelated
investor’s interests in the associates. Unrealised losses are
eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

Dilution gains and losses arising in investments in associates are
recognised in the income statement.

2.3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

24

25

88

Summary of Significant Accounting Policies
(Continued)

Segment reporting
Operating segments are reported in a manner consistent with the

internal reporting provided to the chief operating decision-maker.

The chief operating decision-maker, who is responsible for allocating

resources and assessing performance of the operating segments,

has been identified as the board of directors that makes strategic

decisions.

Foreign currency translation

@

®)

Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollar (“HK$”), which
is different from the Company’s functional currency of
Renminbi (“RMB”), in view of the shares of the Company listed
on the Hong Kong Stock Exchange.

Transactions and balances

Foreign currency transactions are translated into the functional
currency using the exchange rates prevailing at the dates of
the transactions or valuation where items are re-measured.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at
year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in the
income statement, except when deferred in equity as
qualifying cash flow hedges and qualifying net investment
hedges.

Foreign exchange gains and losses that relate to borrowings
and cash and cash equivalents are presented in the income
statement within ‘finance income or cost’. All other foreign
exchange gains and losses are presented in the income
statement within ‘other gains — net .
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies
(Continued)

2.5 Foreign currency translation (Continued)

®)

(©

Transactions and balances (Continued)

Changes in the fair value of monetary securities denominated
in foreign currency classified as available for sale are analysed
between translation differences resulting from changes in the
amortised cost of the security and other changes in the
carrying amount of the security. Translation differences related
to changes in amortised cost are recognised in profit or loss,
and other changes in carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary financial assets and
liabilities such as equities held at fair value through profit or
loss are recognised in profit or loss as part of the fair value
gain or loss. Translation differences on non-monetary financial
assets, such as equities classified as available for sale, are
included in the available-for-sale revaluation reserve in other
comprehensive income.

Group companies

The results and financial position of all the Group entities (none
of which has the currency of a hyperinflationary economy) that
have a functional currency different from the presentation
currency are translated into the presentation currency as
follows:

(i) assets and liabilities for each statement of financial
position presented are translated at the closing rate at
the date of end of the reporting period;

(ii) income and expenses for each income statement are
translated at average exchange rates (unless this
average is not a reasonable approximation of the
cumulative effect of the rates prevailing on the
transaction dates, in which case income and expenses
are translated at the rate on the dates of the
transactions); and

@iy all resulting exchange differences are recognised in
other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies 2 FEE:BEHMEZE)
(Continued)
2.5 Foreign currency translation (Continued) 25 SMEIRE(E)
(c)  Group companies (Continued) ) EELREI(E)
Goodwill and fair value adjustments arising on the acquisition BERIINEEBEEANNERAAEEH
of a foreign entity are treated as assets and liabilities of the BERZBINERNEENER - WK
foreign entity and translated at the closing rate. Exchange HREXRHE - EAMNELEZHEAEE
differences arising are recognised in other comprehensive WaRP AR -
income.
2.6 Property, plant and equipment 2.6 Y% - BERRE
Property, plant and equipment are stated at historical cost less M - BB R RAERE LK AR E RRE
depreciation and impairment losses. Historical cost includes EEME BEERARREREZEEEER
expenditure that is directly attributable to the acquisition of the items. JEE 2 X -
Subsequent costs are included in the asset’s carrying amount or Higp ANEEEZIA B HE 2 R REER =
recognised as a separate asset, as appropriate, only when it is BREMAAREE - MZEE 2 KR 5
probable that future economic benefits associated with the item will HER O FREREEECREEXRBERR
flow to the Group and the cost of the item can be measured reliably. BYEEER) - HEBRBH ZEAREE
The carrying amount of the replaced part is derecognised. All other THER - IEEMEERREOTERNES
repairs and maintenance are charged to the income statement Z B AR R AR o
during the financial period in which they are incurred.
Depreciation of property, plant and equipment is calculated using M- BEREEBEITERAUTHEAE
the straight-line method to allocate cost to their residual values over RERHRAREGEDBEFIREBNE
their estimated useful lives, as follows:
Estimated useful lives
fEEt ol E A EH
Buildings B 10-30 years &F
Furniture and fixtures RANEE 3-5 years £
Plant and machinery 5 5E M 2% 10-20 years F
Motor vehicles RE 5-10 years 4F
Electronic and other equipment B REMEE 3-5 years &

BEZNBEERAERFHESERSH
RAEITIR R EERETTRE -

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2.6

2.7

Summary of Significant Accounting Policies
(Continued)

Property, plant and equipment (Continued)
Construction-in-progress represents the direct costs of construction
incurred and machinery pending to installation plus interest
capitalised up to date of completion of the construction of property,
plant and equipment less any impairment losses. No provision for
depreciation is made on construction-in-progress until such time the
relevant assets are completed and put into use. Construction-in-
progress is reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (note 2.8).

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within ‘Other

gains — net’ in the consolidated income statement.

Intangible assets

2.7.1 Goodwill

Goodwill arises on the acquisition of subsidiaries, associates and
joint ventures and represents the excess of the consideration
transferred over the Group’s interest in net fair value of the net
identifiable assets, liabilities and contingent liabilities of the acquiree
and the fair value of the non-controlling interest in the acquiree.
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AV HRRME

2 Summary of Significant Accounting Policies

2.7

(Continued)

Intangible assets (Continued)

2.7.1 Goodwill (Continued)

For the purpose of impairment testing, goodwill acquired in a
business combination is allocated to each of the cash-generating
units (“CGUs”), or groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or group of units to
which the goodwill is allocated represents the lowest level within the
entity at which the goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more
frequently if events or changes in circumstances indicate a potential
impairment. The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value in use and the fair
value less costs to sell. Any impairment is recognised immediately as
an expense and is not subsequently reversed.

2.7.2 Technology

Technology acquired are initially measured at the purchase costs
and amortised on a straight-line basis over their estimated useful
lives.

2.7.3 Research and development

92

(@) Expenditure on research activities, undertaken with the
prospect of gaining new scientific or technical knowledge and
understanding, is recognised as an expense in the period in
which it is incurred. Expenditure on development activities
(relating to the design and testing of new or improved
products) is capitalised under the category of development
cost if the product or process is technically and commercially
feasible, the Group has sufficient resources and the intention
to complete the development, and if the cost can be reliably
measured. Upon the commencement of the commercial
production of a product, the expenditure on development cost
amortised on a straight-line basis over the period of its
expected benefit. Research and development costs comprise
costs that are directly attributable to research and
development activities or that can be allocated on a
reasonable basis to such activities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2

2.7

Summary of Significant Accounting Policies
(Continued)

Intangible assets (Continued)

2.7.3 Research and development (Continued)

2.8

(b)  Subsequent expenditure on development activities after its
completion is recognised as an expense when it is incurred
unless it is probable that this expenditure will enable the asset
to generate future economic benefits in excess of its originally
assessed standard of performance and this expenditure can
be measured and attributed to the asset reliably. If these
conditions are met, the subsequent expenditure is added to
the cost of the intangible asset.

Impairment of non-financial assets

Assets that have an indefinite useful life, for example goodwill or
intangible assets not ready to use, are not subject to amortisation
and are tested annually for impairment. Assets are reviewed for
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at
the lowest levels for which there are separately identifiable cash
flows (cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible
reversal of the impairment at each reporting date.

Impairment testing of the investments in subsidiaries or associates is
required upon receiving dividends from these investments if the
dividend exceeds the total comprehensive income of the subsidiary
or associate in the period the dividend is declared or if the carrying
amount of the investment in the separate financial statements
exceeds the carrying amount in the consolidated financial statements
of the investee’s net assets including goodwiill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

FEETBRBIE(E

2 Summary of Significant Accounting Policies 2

(Continued)
2.9 Financial assets 29 SMEE
2.9.1 Classification 29.15%4

94

The Group classifies its financial assets in the following categories: at

fair value through profit or loss, loans and receivables, and available

for sale. The classification depends on the purpose for which the

financial assets were acquired. Management determines the

classification of its financial assets at initial recognition.

AEBBESBREENBR/ATERN : AR
REEFELEZESH T ARLE  BERREK
IR ARAHEE - nERFEAZRE
EZBER EREREVAEIARETSR
BENDE -

(a)  Financial assets at fair value through profit or loss @ KA EEFSZEAREETAIE
Financial assets at fair value through profit or loss are financial AR BETEBHEHHABRNS
assets held for trading. A financial asset is classified in this REEERXSHECREE - SREESR
category if acquired principally for the purpose of selling in the EEARTZAETEHANE - Blo
short-term. Derivatives are also categorised as held for trading HRLER - STETERIFFIEERE
unless they are designated as hedges. Assets in this category B [ATDBEARERSM - it
are classified as current assets if expected to be settled within RMEEREBBEI2EANESH
12 months; otherwise, they are classified as non-current. DEARBEE  GRIDBEAIEREDE

= o

(b)  Loans and receivables (b) EFREKTIE
Loans and receivables are non-derivative financial assets with BRI EWGRIE = B E 3 Al R A R
fixed or determinable payments that are not quoted in an HERBMERTS ERENETES
active market. They are included in current assets, except for REE - WEFBHERELRBEEN
the amounts that are settled or expected to be settled more BTEHA A R S BAR B R TR R 12 18 A
than 12 months after the end of the reporting period. These HEEOHRE  AIDBEAERDEE - K
are classified as non-current assets. The Group’s loans and EEHER R EWRFIE R BARRER
receivables comprise ‘trade and other receivables’ and ‘cash (B REMEWHHERERAEE
and cash equivalents’ in the statement of financial position B MK (MiFE2.14%2.15) ©
(notes 2.14 and 2.15).

(©)  Available-for-sale financial assets © FRHETHEE

Available-for-sale financial assets are non-derivatives that are
either designated in this category or not classified in any of the
other categories. They are included in non-current assets
unless the investment matures or management intends to
dispose of it within 12 months of the end of the reporting
period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies
(Continued)

2.9 Financial assets (Continued)

2.9.2 Recognition and measurement

Regular way purchases and sales of financial assets are recognised
on the trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets carried at fair value
through profit or loss are initially recognised at fair value, and
transaction costs are expensed in the income statement. Financial
assets are derecognised when the rights to receive cash flows from
the investments have expired or have been transferred and the
Group has transferred substantially all risks and rewards of
ownership. Available-for-sale financial assets and financial assets at
fair value through profit or loss are subsequently carried at fair value.
Loans and receivables are subsequently carried at amortised cost
using the effective interest method.

Gains or losses arising from changes in the fair value of the ‘financial
assets at fair value through profit or loss’ category are presented in
the income statement within ‘other gains — net’ in the period in
which they arise. Dividend income from financial assets at fair value
through profit or loss is recognised in the income statement as part
of other gains when the Group’s right to receive payments is
established.

Changes in the fair value of monetary and non-monetary securities
classified as available for sale are recognised in other comprehensive
income.

When securities classified as available for sale are sold or impaired,
the accumulated fair value adjustments recognised in equity are
included in the income statement as ‘gains and losses from
investment securities’.

Interest on available-for-sale securities calculated using the effective
interest method is recognised in the income statement as part of
other gains. Dividends on available-for-sale equity instruments are
recognised in the income statement as part of other gains when the
Group’s right to receive payments is established.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies
(Continued)

2.10 Offsetting financial instruments
Financial assets and liabilities are offset and the net amount reported

in the statement of financial position when there is a legally

enforceable right to offset the recognised amounts and there is an

intention to settle on a net basis, or realise the asset and settle the

liability simultaneously.

2.11 Impairment of financial assets

@

Assets carried at amortised cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of impairment
as a result of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss event (or
events) has an impact on the estimated future cash flows of
the financial asset or group of financial assets that can be
reliably estimated.

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or
other financial reorganisation, and where observable data
indicate that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies
(Continued)

2.11 Impairment of financial assets (Continued)

@)

Assets carried at amortised cost (Continued)

For loans and receivables category, the amount of the loss is
measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated income
statement. If a loan or held-to-maturity investment has a
variable interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate
determined under the contract. As a practical expedient, the
Group may measure impairment on the basis of an
instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an
event occurring after the impairment was recognised (such as
an improvement in the debtor’s credit rating), the reversal of
the previously recognised impairment loss is recognised in the
consolidated income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies
(Continued)

2.11 Impairment of financial assets (Continued)

®)

Assets classified as available for sale

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. For debt securities, the
group uses the criteria referred to in (a) above. In the case of
equity investments classified as available for sale, a significant
or prolonged decline in the fair value of the security below its
cost is also evidence that the assets are impaired. If any such
evidence exists for available-for-sale financial assets, the
cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment
loss on that financial asset previously recognised in profit or
loss — is removed from equity and recognised in profit or
loss. Impairment losses recognised in the consolidated
income statement on equity instruments are not reversed
through the consolidated income statement. If, in a
subsequent period, the fair value of a debt instrument
classified as available for sale increases and the increase can
be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the
impairment loss is reversed through the consolidated income
statement.

2.12 Derivative financial instruments

Derivatives are initially recognised at fair value on the date a

derivative contract is entered into and are subsequently remeasured

at their fair value. Changes in the fair value of these derivative

instruments are recognised immediately in the consolidated income

statement within ‘other gains — net’.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2

213

2.14

2.15

2.16

Summary of Significant Accounting Policies
(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using the weighted average method. The cost of
finished goods and work-in-progress comprises design costs, raw
materials, direct labour, other direct costs and related production
overheads (based on normal operating capacity). It excludes
borrowing costs. Net realisable value is the estimated selling price in
the ordinary course of business, less applicable variable selling
expenses.

Trade and other receivables

Trade receivables are amounts due from customers for merchandise
sold in the ordinary course of business. If collection of trade and
other receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified as
current assets. If not, they are presented as non-current assets.

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest
method, less provision for impairment.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at
call with banks, other short-term highly liquid investments with
original maturities of three months or less.

Share capital
Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the
proceeds.
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AV HRRME

2

2.17

2.18

219

Summary of Significant Accounting Policies
(Continued)

Trade payables

Trade payables are obligations to pay for goods or services that
have been acquired in the ordinary course of business from
suppliers. Trade payable are classified as current liabilities if payment
is due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction
costs incurred. Borrowings are subsequently carried at amortised
cost; any difference between the proceeds (net of transaction costs)
and the redemption value is recognised in the income statement
over the period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent there is no
evidence that it is probable that some or all of the facility will be
drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it
relates.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at least 12
months after the end of the reporting period.

Borrowings Costs

General and specific borrowing costs directly attributable to the
acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss in the period
in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2

Summary of Significant Accounting Policies
(Continued)

2.20 Current and deferred income tax

(a

(b)

The tax expense for the year comprises current and deferred tax.
Tax is recognised in the income statement, except to the extent that
it relates to items recognised in other comprehensive income or
directly in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

Current income tax

The current income tax charge is calculated on the basis of the tax
laws enacted or substantively enacted at the end of the reporting
period in the countries where the Company’s subsidiaries and
associates operate and generate taxable income. Management
periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the
basis of amounts expected to be paid to the tax authorities.

Deferred income tax

() Inside basis differences

Deferred income tax is recognised, using the liability method,
on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the
consolidated financial statements. However, deferred tax
liabilities are not recognised if they arise from initial recognition
of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been enacted
or substantively enacted by the end of the reporting period
and are expected to apply when the related deferred income
tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised only to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies
(Continued)

2.20 Current and deferred income tax (Continued)

(b) Deferred income tax (Continued)

(i)

(c)

Outside basis differences

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries and associates, except
for deferred income tax liability where the timing of the reversal
of the temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in the
foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset when there is a

legally enforceable right to offset current tax assets against current

tax liabilities and when the deferred income taxes assets and

liabilities relate to income taxes levied by the same taxation authority

on either the taxable entity or different taxable entities where there is

an intention to settle the balances on a net basis.

2.21 Employee benefits

@)

Retirerment benefits obligation

The Group has arranged for its Hong Kong employees to join
the Mandatory Provident Fund Scheme (the “MPF Scheme”),
a defined contribution scheme managed by an independent
trustee.

The Group’s subsidiaries incorporated in the PRC make
contributions to a state-sponsored defined contribution
scheme for the Group’s local staff on a monthly basis
pursuant to laws of the PRC and relevant regulations issued
by local social security authorities.

The Group’s contributions to the defined contribution
retirement schemes are expensed as incurred.

The Group has no further payment obligations once the
contributions have been paid.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies
(Continued)

2.21 Employee benefits (Continued)

b)

(©

Termination benefits

Termination benefits are payable when employment is
terminated by the Group before the normal retirement date, or
whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises
termination benefits when it is demonstrably committed to a
termination when the entity has a detailed formal plan to
terminate the employment of current employees without
possibility of withdrawal. In the case of an offer made to
encourage voluntary redundancy, the termination benefits are
measured based on the number of employees expected to
accept the offer. Benefits falling due more than 12 months
after the end of the reporting period are discounted to their
present value.

Employee leave entitlements

Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the end of reporting period.

Employee entitlements to sick leave and maternity leave are
not recognised until the time of leave.

2.22 Share-based payments

@

Equity-settled share-based payment transactions
The Group operates a number of equity-settled, share-based
compensation plans, under which the entity receives services
from employees as consideration for equity instruments
(options) of the Group. The fair value of the employee services
received in exchange for the grant of the options is recognised
as an expense. The total amount to be expensed is
determined by reference to the fair value of the options
granted:

° including any market performance conditions (for
example, an entity’s share price);
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

2 Summary of Significant Accounting Policies
(Continued)

2.22 Share-based payments (Continued)

@)

104

Equity-settled share-based payment transactions

(Continueq)

° excluding the impact of any service and non-market
performance vesting conditions (for example,
profitability, sales growth targets and remaining an
employee of the entity over a specified time period);
and

° including the impact of any non-vesting conditions (for
example, the requirement for employees to save).

Non-market performance and service conditions are included
in assumptions about the number of options that are expected
to vest. The total expense is recognised over the vesting
period, which is the period over which all of the specified
vesting conditions are to be satisfied.

In addition, in some circumstances employees may provide
services in advance of the grant date and therefore the grant
date fair value is estimated for the purposes of recognising the
expense during the period between service commencement
period and grant date.

At the end of each reporting period, the Group revises its
estimates of the number of options that are expected to vest
based on the non-marketing performance and service
conditions. It recognises the impact of the revision to original
estimates, if any, in the income statement, with a
corresponding adjustment to equity.

When the options are exercised, the Company issues new
shares. The proceeds received net of any directly attributable
transaction costs are credited to share capital (nominal value)
and share premium.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies 2 FEE:BEMEZ)

(Continued)
2.22 Share-based payments (Continued) 2.22 LR BERZ T (E)
(b)  Share-based payment transactions among group b)  EERALLRGBEREN S
entities
(AR BRI AR ER ) M 52 [

The grant by the Company (or the Company’s ultimate holding Vi N/NE]
company) of options over its equity instruments to the MEARMNBIRFE#S T AN

employees of subsidiary undertakings in the Group is treated W IR AE AR A o WEE T AR HY
as a capital contribution. The fair value of employee services NAEBE 2EREBNAAEER
received, measured by reference to the grant date fair value, 2 WETEHAER  EAEWBA
is recognised over the vesting period as an increase to R ERIE I - WHEEHER AREEEMN
investment in subsidiary undertakings, with a corresponding BB -

credit to equity in the parent entity accounts.

2.23 Provision 2.23 &
Provisions are recognised when the Group has a present legal or WAREBRBFSEHMER EEATKEETS
constructive obligation as a result of past events; it is probable that T - WHAEBSEERBETEBET W
an outflow of resources will be required to settle the obligation; and BRI & EERE N S st - B RERE - KK
the amount has been reliably estimated. Provisions are not IRBEE TS MR RAE o

recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that WEZEAUSER  BRZEE5FEZUE
an outflow will be required in settlement is determined by considering LRI EF AR EREET - BlE
the class of obligations as a whole. A provision is recognised even if ER—EREEARNEM—IBEERIBLZA
the likelihood of an outflow with respect to any one item included in el AT gE @R/ » BRI RERR B o

the same class of obligations may be small.

Provisions are measured at the present value of the expenditures BB T IR TE N E REEEE TR AT AL
expected to be required to settle the obligation using a pre-tax rate RAE REHE  ERLEEMSYHEE
that reflects current market assessments of the time value of money ZEBBELEZETZEERR 2T o FHEE
and the risks specific to the obligation. The increase in the provision B2 mdnmigin B EER AN B Y -

due to passage of time is recognised as interest expense.

2.24 Financial guarantee contracts 2.24 BEERERE
Financial guarantee contracts are contracts that require the issuer to MEERAHABIT AN ERBUME
make specified payments to reimburse the holder for a loss it incurs A AR —BEEERARDEE KRB E
because a specified debtor fails to make payments when due, in ERTA GRS FEm ey BLkrE
accordance with the terms of a debt instrument. Such financial 4 o ZERMBERIRRMBATSHEE QD
guarantees are given to banks, financial institutions and other bodies AIARTT - SEMEREMASIEL - IR
on behalf of subsidiaries or associates to secure loans, overdrafts BFER  BEXRHEMBITRE

and other banking facilities.
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2.24

2.25

SRR M

Summary of Significant Accounting Policies
(Continued)

Financial guarantee contracts (Continued)

Financial guarantees are initially recognised in the financial
statements at fair value on the date the guarantee was given. The
fair value of a financial guarantee at the time of signature is zero
because all guarantees are agreed on arm’s length terms and the
value of the premium agreed corresponds to the value of the
guarantee obligation. No receivable for the future premiums is
recognised. Subsequent to initial recognition, the Company’s
liabilities under such guarantees are measured at the higher of the
initial amount, less amortisation of fees recognised in accordance
with HKAS 18, and the best estimate of the amount required to
settle the guarantee. These estimates are determined based on
experience of similar transactions and history of past losses,
supplemented by the judgement of management. The fee income
earned is recognised on a straight-line basis over the life of the
guarantee. Any increase in the liability relating to guarantees is
reported in the consolidated income statement within other operating
expenses.

Where guarantees in relation to loans of the associates are provided
for no compensation, the fair values are accounted for as
contributions and recognised as part of the cost of the investment in
the financial statements of the Company.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable, and represents amounts receivable for goods supplied,
stated net of discounts, returns and value added taxes. The Group
recognises revenue when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will flow
to the entity; and when specific criteria have been met for each of
the Group’s activities, as described below. The Group bases its
estimates of return on historical results, taking into consideration the
type of customer, the type of transaction and the specifics of each
arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

2 Summary of Significant Accounting Policies
(Continued)

2.25 Revenue recognition (Continued)

@)

®)

(©

Sales of finished goods and raw materials

Sales of finished goods and raw materials are recognised
when a Group entity has delivered products to the customer,
the customer has accepted the products and collectibility of
the related receivables is reasonably assured.

Interest income

Interest income is recognised using the effective interest
method. When a receivable is impaired, the Group reduces
the carrying amount to its recoverable amount, being the
estimated future cash flow discounted at original effective
interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired
loans and receivables are recognised using the original
effective interest rate.

Dividend income
Dividend income is recognised when the right to receive
payment is established.

2.26 Operating leases
Leases in which a significant portion of the risks and rewards of

ownership are retained by the lessor are classified as operating

leases. Payments made under operating leases (net of any incentives

received from the lessor) are expensed in the income statement on a

straight-line basis over the period of the lease.

2.27 Government grants
Grants from the government are recognised at their fair value where

there is a reasonable assurance that the grant will be received and

the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised in

the income statement over the period necessary to match them with

the costs that they are intended to compensate.
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SRR M

Summary of Significant Accounting Policies
(Continued)

2.28 Dividend distribution

3.1

(a

108

Dividend distribution to the Company’s shareholders is recognised
as a liability in the Group’s and the Company’s financial statements
in the period in which the dividends are approved by the Company’s
shareholders or directors, where appropriate.

Financial Risk Management

Financial risk factors

The Group’s activities expose it to a variety of financial risks: market
risk (including foreign exchange risk, cash flow and fair value interest
rate risk and price risk), credit risk and liquidity risk. The Group’s
overall risk management programme focuses on the unpredictability
of financial markets and seeks to minimise potential adverse effects
on the Group’s financial performance. The Group uses derivative
financial instruments to hedge certain risk exposures.

Market risk

() Foreign exchange risk
The Group exposes to foreign exchange risks as certain
portion of its business activities are denominated in foreign
currencies, primarily with respect to HK$, United States dollar
(“USD”) and Euro (“‘EUR”).

To manage their foreign exchange risks arising from future
commercial transactions, entities in the Group enter into
forward contracts, transacted with the commercial banks. The
directors are of the view that the Group’s exposure to foreign
exchange risk is manageable.

At 31 December 2012, if HK$ has weakened/strengthened by
5% against the RMB with all other variables held constant,
post-tax profit for the year would have been HK$1,340,000
(2011: HK$1,435,000) lower/higher, mainly as a result of
foreign exchange gains/losses on translation of HK$-
denominated cash and cash equivalents, other receivables,
and other payables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

3.1

(a

Financial Risk Management (Continued)

Financial risk factors (Continued)

Market risk (Continued)

(7

(i)

Foreign exchange risk (Continued)

At 31 December 2012, if USD has weakened/strengthened by
5% against the RMB with all other variables held constant,
post-tax profit for the year would have been HK$21,598,000
(2011: HK$13,762,000) lower/higher, mainly as a result of
foreign exchange losses/gains on translation of USD-
denominated cash and cash equivalents, trade and other
receivables, trade and other payables and borrowings.

At 31 December 2012, if EUR has weakened/strengthened by
5% against the RMB with all other variables held constant,
post-tax profit for the year would have been HK$7,361,000
(2011: HK$9,194,000) lower/higher, mainly as a result of
foreign exchange losses/gains on translation of EUR-
denominated cash and cash equivalents, trade and other
receivables, trade and other payables and borrowings.

Cash flow and fair value interest rate risk
As the Group has no significant interest-bearing assets, the
Group’s income and operating cash flows are substantially
independent of changes in market interest rates.

The Group’s interest rate risk arises from long-term
borrowings. All the borrowings issued at variable rates expose
the Group to cash flow interest rate risk. During 2012 and
2011, the Group’s long-term borrowings at variable rate were
denominated in USD.

The Company’s amounts due from/(to) subsidiaries were
issued at fixed rates and interest free respectively, and expose
the Company to fair value interest rate risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

3.1

(@

Financial Risk Management (Continued)

Financial risk factors (Continued)

Market risk (Continued)

(i)

(i)

Cash flow and fair value interest rate risk (Continueq)
The directors are of the view that the interest rate risk is not
material as at 31 December 2012.

At 31 December 2012, if interest rates on long-term
borrowings had been 50 basis points higher/lower with all
other variables held constant, post-tax profit for the year
would have been HK$20,000 (2011: HK$31,000) lower/
higher, mainly as a result of higher/lower interest expense on
floating rate borrowings.

Price risk

The Group exposes to commodity price risk, mainly due to
the fluctuations in prices of copper and aluminium, which are
key raw materials to the Group’s products. The price risk due
to copper and aluminium is reduced through the derivatives
market, and through certain clause in contracts with our
customers to enable the Group to have the flexibility to pass
the increases in raw material costs to the customers.

At 31 December 2012, if the copper and aluminium price had
been 5% higher/lower with other variables held constant, the
pre-tax profit for the year would have been of HK$11,419,000
(2011: HK$8,807,000) higher/lower, representing the change
in fair value of copper and aluminium derivatives at the end of
the reporting period.

The Group is not exposed to equity securities price risk.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

3.1

(b)

Financial Risk Management (Continued)
Financial risk factors (Continued)

Credit risk

The Group has no significant concentrations of credit risk. Credit risk
arises from cash and cash equivalents, pledged bank deposits with
maturity period over 3 months, derivative financial instruments, due
from related parties and trade and other receivables.

For cash and cash equivalent, pledged bank deposits with maturity
period over 3 months and derivative financial instruments,
management manages the credit risk by transacting with state-
owned financial institutions and reputable commercial banks which
are all high-credit-quality financial institutions. The maximum
exposure to the credit risk before collateral held or other credit
enhancements relating to cash and cash equivalent, pledged bank
deposits with maturity period over 3 months and derivative financial
instruments were their carrying value as disclosed in note 15, note
14 and note 21 respectively as at 31 December 2012 and 2011.

For trade and other receivables and due from related parties, the
credit quality of the counterparties is assessed by taking into account
their financial position, credit history and other factors. Individual
credit limits are set based on the assessment of the credit quality.
Given the constant repayment history, the directors are of the view
that the risk of default by these counterparties is low.
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3.1

(b)

(c)

112

SRR M

Financial Risk Management (Continued)
Financial risk factors (Continued)

Credit risk (Continued)

For financial guarantees contracts provided for the associates, the
Group monitors the credit quality of the associates by taking into
account their financial position and business development plan. As
at 31 December 2012, the Directors are of the view that the risk of
default by the associates is low. The maximum exposure to credit
risk is the balance of the borrowings before accounting for collaterals
held of other credit enhancements as follows.
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(b)
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Group

AEHE
2012 2011
—E—_F —E——%F
HK$’000 HK$’000
BETT BT
Face value Face value
mfE [EIEE)

Financial guarantee BE IR

— bank loans drawn (note 34) — BIREERTTE R (FI5E34) 540,141 470,581

Liquidity risk

Liquidity risk management includes maintaining sufficient cash
balance, the availability of funding from an adequate amount of
committed credit facilities and the ability to close out market
positions.

The table below analyses the Group’s non-derivative financial
liabilities and net-settled financial derivative financial liabilities into
relevant maturity groupings based on the remaining period at the
end of the reporting period to the contractual maturity date. The
amounts disclosed in the table are the contractual undiscounted
cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

3 Financial Risk Management (Continued) 3 HUMBRRERZ)
3.1 Financial risk factors (Continueqd) 3.1 HMBEKBEREZE)
(c) Liquidity risk (Continueqd) (c) HEELERZ)
The Group XEE Less than Between Over
1year 1and2years 2 years
—EUTF —SEEWE MEE
HK$’000 HK$’000 HK$’000

BETT BT BETT

At 31 December 2012 RZE——F+=ZA=+—H
Borrowings B3R 310,934 88,192 43,683
Trade and other payables B 5 NEAERR 2,976,487 = =
Due to related companies JERARE A R ZIAE 139,614 = =
Derivative financial instruments PTEERmIT A 8,913 — -
Financial guarantee A& R
— bank loans drawn — BIREURITER 540,141 = =
At 31 December 2011 R_E——F+-A=1+—H
Borrowings &3k 247,538 95,821 —
Trade and other payables B 5 REMERR 3,012,053 — —
Due to related companies JIE 1< BB 2 B R0E 130,376 — —
Derivative financial instruments PTESRTA 240 - -
Financial guarantee BEELR
— bank loans drawn — BIREERITER 470,581 - -
The Company AAT Less than Between Over
1year 1and2years 2 years
—E£UT —EERE mENLE
HK$’000 HK$’000 HK$’000
BT T PR T BT
At 31 December 2012 R-Z——F+-A=+—H
Trade and other payables B 5 REMERR 2,285 = =
At 31 December 2011 R-ZB——F+-A=+—H
Trade and other payables B 5 REM R 2,591 — —

REZRERAT —B——F£RK 113
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AV HRRME

3.2

Financial Risk Management (Continued) 3 HWMBRERERER(Z
Capital management 3.2 EXER
The Group’s objectives when managing capital are to safeguard the REEZEAEERE  DREREERE
Group’s ability to continue as a going concern in order to provide B EHEREE B 76 NARER R
returns for shareholders and benefits for other stakeholders and to B3R - FRREEGRESEAZMNE I
maintain an optimal capital structure to reduce the cost of capital. BRI B AR BB OREE R -
In order to maintain or adjust the capital structure, the Group may RGN ABRENRGERE - NEB P RERITH
issue new shares or sell assets to reduce debt. f&in sk & B E URRE TS ©
Consistent with others in the industry, the Group monitors capital on BEANHMAR -5 XEENHAELAGE
the basis of the gearing ratio. The Group’s strategy for the year LEREREER  c REBHE_T—Z—F+
ended 31 December 2012 was to maintain a gearing ratio under A+ -BUEFENEBARFHEALEE
75% or had a net cash position. This ratio was calculated as net LERER 75% SEEFIRESAMM o b TR
debt divided by total equity. Net debt is calculated as total BEBEFERAEREENE - FIEFER
borrowings less pledged bank deposits and cash and cash BREEREDERARITERNRE KB
equivalents. As the Group was in a net cash position as at 31 EBY BN AEER T ——_FR_F—
December 2012 and 2011, gearing ratio was not applicable. —F+_AZ+—HERFESNKL &K
BELLRITEA -
As at As at
31 December 31 December
2012 2011
R-B—Z—% RZT——F
+=A=+—8B +=—A=+—H
HK$’000 HK$'000
BT BT
Total borrowings (note 18) e agE (fist18) 435,902 333,516
Less: Pledged bank deposits with maturity period S =@ A A R H 2 B
over 3 months (note 14) RITER(TE14) (50,007) (77,767)
Cash and cash equivalents (note 15) RBe MReSEWIES) (915,308) (972,923)
Net cash R eIFEE (529,413) (717,174)
Total equity AR 3,103,254 2,552,174
Gearing ratio (%) BREEL R %) N/A N/A
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FEMBHRRME

3 Financial Risk Management (Continued) 3 HUMBRRERZ)
3.3 Fair value estimation 3.3 Af{EMEE

The table below analyses financial instruments carried at fair value, TEREBRBRGERZE  STEMIAEZAR

by valuation method. The different levels have been defined as BE - TRIBEEWAT

follows:

. Quoted prices (unadjusted) in active markets for identical . HREES BB ZERMISRECRE
assets or liabilities (level 1). RAENE—H) -

. Inputs other than quoted prices included within level 1 that are . MREREE—R2BEIN  BEXAE
observable for the asset or liability, either directly (that is, as Z A BREE(AMER) S EE(BNRE
prices) or indirectly (that is, derived from prices) (level 2). BIRE)MAER(EZR) -

. Inputs for the asset or liability that are not based on . WIERBEABR MG AR MET 2 EE
observable market data (that is, unobservable inputs) (level 3). SBECHAER(BITAIEBR 28 A

BERD(E=/) -

The following table presents the Group’s assets that are measured TRENAEER - ZE——F+-_A=+—
at fair value as at 31 December 2012. AR AREFEZEE °
Level 1 Level 2 Level 3 Total

F—1 BZR B=R st
HK$'000 HK$000 HK$000 HK$’000
AEETT #EETR EETRT BETR

Assets BE
Derivative financial instruments PTHESBMIA
— Commodity future contracts — HEmERED 8,214 = = 8,214
— Foreign exchange forward contracts — INERFFEH - 6,783 - 6,783
Available-for-sale financial assets A ESmEE
— Equity investments — [RRERE - — 102,819 102,819
Level 1 Level 2 Level 3 Total
E— -t ] =4 fast
HK$000 HK$000 HK$000 HK$’000
BT #BETr #%Tr BT
Liabilities =1
Derivative financial instruments PTEemIA
— Commodity future contracts — EEReY 59 - - 59
— Foreign exchange forward contracts ~ — SMERHIA 4 - 8,854 = 8,854

RBEERERAT —E-——F5RK 115
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Financial Risk Management (Continued) 3 HUMBRRERZ)
Fair value estimation (Continued) 3.3 AfR{EMREHE)
The following table presents the Group’s assets and liabilities that TREINAGEER - ZE——F+_A=+—
are measured at fair value as at 31 December 2011. AR AREECEERBE -
Level 1 Level 2 Level 3 Total
B—R -t =4 wst
HK$’'000 HK$’000 HK$’000 HK$’000
BETT BETIT  BETT  A%TT
Assets BE
Derivatives financial instruments PTHESBMTA
— Commodity future contracts — HEAREL 1,682 — - 1,682
— Foreign exchange forward contracts ~ — YMERHIAH) - 15,110 - 15,110
Available-for-sale financial assets At ESREE
— Equity investments — fRIERE - - 97,307 97,307
Level 1 Level 2 Level 3 Total
E—h -t ] E=4h st
HK$’000 HK$’000 HK$’000 HK$’000
BEETT BETT BETT  B%TT
Liabilities BfE
Derivative financial instruments PTESBMTA
— Commodity future contracts — EEReY 240 — - 240

The fair value of financial instruments traded in active markets is
based on quoted market prices at the end of the reporting period. A
market is regarded as active if quoted prices are readily and regularly
available from an exchange, dealer, broker, industry group, pricing
service, or regulatory agency, and those prices represent actual and
regularly occurring market transactions on an arm’s length basis.
The quoted market price used for financial assets held by the Group
is the current bid price. These instruments are included in level 1.
Instruments included in level 1 comprise future commodity contracts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

3 Financial Risk Management (Continued) 3 HUMBREREER(Z
3.3 Fair value estimation (Continued) 3.3 AfR{EMREHE)
The fair value of financial instruments that are not traded in an active WIEERMSEE 2 2 TA(HIINER
market (for example, the forward foreign exchange contracts) is ez andE - BIFIRMERMNERE - %
determined by using valuation techniques. These valuation SIHERME A RS2 AR TS8R -
techniques maximise the use of observable market data where it is HmEERSEERBE M 2 KBIEE -
available and rely as little as possible on entity specific estimates. If MR AREFE—BLEZAAERB A
all significant inputs required to fair value an instrument are BRI ERES  BIZETEEMAE A& -
observable, the instrument is included in level 2.
If one or more of the significant inputs is not based on observable st — 1B 3k 2 18 8 KX A BB 0 FEAR #5% m] B 52
market data, the instrument is included in level 3. TSHIEET @ BT REENAE =4 -
There were no significant transfers of financial assets between level 1 BEANEREERNE—REEF_RAnE
and level 2 fair value hierarchy classifications. RIBERIEEITERER -
The following table presents the changes in level 3 instruments for TREWEBZ-ZT——FR-ZT—=-F+=
the year ended 31 December 2011 and 2012: A=+—BLFEF=HRT A& -
Available-for-sale
financial assets
OtHESREE
HK$'000
BT T
At 1 January 2011 RZE——F—H—H 29,381
Addition NE 60,394
Net gains transfer to equity (note 17) FU R R (M EE17) 4,694
Exchange differences EHZER 2,838
At 31 December 2011 WZE——F+=RA=+—H 97,307
At 1 January 2012 R-—ZE——F—-H—H 97,307
Net gains transfer to equity (note 17) FU e R E R (MEE17) 5,518
Exchange differences EHZER (6)
At 31 December 2012 RZE——"F+-_A=+—H 102,819
RBEZERERAT —B-—FFH 117
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Critical Accounting Estimates and
Judgments

Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
addressed below.

Estimated Impairment of goodwill

The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy stated in note
2.7.1. The recoverable amounts of cash-generating units have been
determined based on value-in-use calculations. These calculations
require the use of certain key assumptions (note 8). Changing such
key assumptions selected by management, including the discount
rates or the growth rate assumptions, could materially affect the net
present value used in the impairment test.

If the estimated pre-tax discount rate applied to the discounted cash
flows for the CGUs of the micro motors business had been 1%
higher than management’s estimates, the recoverable amount of
goodwill would still be higher than its carrying amount and no
impairment of goodwill would be recognised.

If the estimated gross margin of the CGUs had been 1% lower than
management’s estimates, the recoverable amount of goodwill would
still be higher than its carrying amount and no impairment of goodwiill
would be recognised.

If the growth rate of the CGUs had been 1% lower than
management’s estimates, the recoverable amount of goodwill would
still be higher than its carrying amount and no impairment of goodwiill
would be recognised.
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4.1

(b)

(c)

(d)

Critical Accounting Estimates and
Judgments (Continued)

Critical accounting estimates and assumptions
(Continued)

Income taxes

Significant judgement is required in determining the provision for
income tax. There are many transactions and calculations for which
the ultimate determination is uncertain during the ordinary course of
business. Where the final tax outcome of these matters is different
from the amounts that were initially recorded, such difference will
impact the income tax and deferred tax provision in the period in
which such determination is made.

Fair value of derivatives and other financial
instruments

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by
using valuation techniques. The Group uses its judgement to select
a variety of methods and make assumptions that are mainly based
on market conditions existing at the end of each reporting period.
The Group has used discounted cash flow analysis for various
derivative financial instruments that are not traded in active markets.

Impairment of available-for-sale equity investment
The Group follows the guidance of HKAS 39 to determine when an
available-for-sale equity investment is impaired. This determination
requires significant judgement. In making this judgement, the Group
evaluates, among other factors, the duration and extent to which the
fair value of an investment is less than its cost; and the financial
health of and short-term business outlook for the investee, including
factors such as industry and sector performance, changes in
technology and operational and financing cash flow.

(b)

(c)

(d)
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Critical Accounting Estimates and
Judgments (Continued)

Critical accounting estimates and assumptions
(Continued)

Useful lives adopted for the calculation of
depreciation of property, plant and equipment

The estimate of useful lives of property, plant and equipment was
made by the management with reference to the established industry
practices, technical assessments made on the durability of the
assets, as well as the historical magnitude and trend of repair and
maintenance expenses incurred by the Group. It could change
significantly as a result of technical innovations and competitor
actions in responses to severe industry cycles.

If the estimated useful lives of property, plant and equipment higher/
lower by 10% from management’s estimates, the depreciation
charge would decrease/increase by HK$12,334,000 and
HK$15,075,000 respectively.

Provision for impairment of inventories

Provision for impairment of inventories is based on the net realisable
value which is the selling price in the ordinary course of business,
less applicable variable selling expenses. The calculation of the net
realisable value is determined based on management’s estimates of
the selling price and variable selling expenses according to prevailing
market conditions.

Provision for impairment of inventories of the Group for the year ended
31 December 2012 is HK$9,141,000 (2011: HK$16,816,000).

Reversal for impairment of inventories of the Group for the year ended
31 December 2012 is HK$16,812,000 (2011: HK$21,751,000).
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4.1

(9)

Critical Accounting Estimates and
Judgments (Continued)

Critical accounting estimates and assumptions
(Continued)

Impairment of trade receivables

Management reviews its trade receivables for objective evidence of
impairment. Significant financial difficulties of the debtor, the
probability that the debtor will enter bankruptcy, and default or
significant delay in payments are considered as objective evidence
that a receivable is impaired. In determining this, management
makes judgments as to whether there is observable data indicating
that there has been a significant change in the payment ability of the
debtor, or whether there have been significant changes with adverse
effect on the market and economic environment in which the debtor
operates in. Where there is objective evidence of impairment,
management makes judgments as to whether an impairment loss
should be recorded as an expense.

Provision for impairment of trade receivables of the Group for the
year ended 31 December 2012 is HK$31,360,000 (2011:
HK$35,162,000).

(9)
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AV HRRME

5 SEGMENT INFORMATION 5 &R
The principal activities of the Group are manufacturing, distributing REECFEEBAEFRREIHNEE - 5
and selling motors and electronic and electric components for HEHERAERCEMEETEREDR °

electrical household appliance in the PRC and overseas.

In accordance with the Group’s internal financial reporting provided REAEBRITEAESRER  FHEEE
to the chief operating decision-maker, the Board of Directors, who is DEPRIBRIEH R IR TE 2 EBLEEARE
responsible for allocating resources, assessing performance of the WEZS CANEHBRE  ERERABTR
operating segments and making strategic decisions, the X RMI R EE B EFARR o EEKT
management considers the business from both business and H - ANEEEEUATEEEBHE

geographical perspective. From business perspective, the Group
organised into the following main business segments:

]

3

e

S
|

manufacture and distribution of BUE R > $HZE 8 Kok A
motors for air-conditioner and [ER 4R 2 T
refrigerator compressor

Micro motors business

Washing motors business — manufacture and distribution of PREMER — BUERSHERE K
motors for washing machine, TRt &2 B dm pn A
dish washer and food AR B

processing machines

Raw material business — trading of raw materials RAR TS — BERMH
Discontinued operations — manufacture and distribution of IEEEER — RERDEEBERE
transformers and shaded pole 18 5 A
motors
The chief operating decision-maker assesses the performance of the FELERAREREFT AR AT
operating segments based on the profit before income tax for the BN ER 2 RIR -
year.
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FEMBHRRME

5 SEGMENT INFORMATION (Continueq) 5 SEERE

- - - A
5.1 Primary reporting format — business segments 51 FEREENX — £
The segment information for the year ended 31 December 2012 are BE_Z——_F+_A=+—HIEFEZD
as follows: EHEROT
Micro Washing Raw Continuing
motors motors  material Segment Corporate operation Discontinued Group
business business business Total function Total operations Total
REEE
WER ARER  EHE S 215 B3
%55 E 3] ¥ B3 HBEREEAE MR RILEEER &t
HK$'000 HK$000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
AT ERTT BT EBSTR EETR  B%TR EETFT ESTRT
Gross segment revenue o EA 4,621,334 3,170,176 2,849,204 10,640,714 — 10,640,714 — 10,640,714
Inter-segment revenue BRI A (16,351) (77) (2,836,784) (2,853,212) — (2,853,212) — (2,853,212)
Revenue (from external customers) WA (REINBEFE) 4,604,983 3,170,099 12,420 7,787,502 - 7,787,502 - 7,787,502
Operating profit/(loss) EFE, (B518) 459,902 343,679 6,204 809,785 (15,440) 794,345 - 794,345
Finance income/(cost) BEWA(FA)

— net — FE 10,807 (13,795) (14,400) (17,388) (8,243) (25,631) - (25,631)
Share of profit of associates [ 2=NGIF Dz - - - - 17,322 17,322 - 17,322
Profit/(loss) before MERFTSRATFIE,

income tax (f518) 470,709 329,884 (8,196) 792,397 (6,361) 786,036 - 786,036
Income tax expense =005 (67,825)  (45,356) (6,648) (119,829)  (27,841)  (147,670) —  (147,670)
Profit/(loss) for the year FEFE(F18) 402,884 284,528 (14,844) 672,568 (34,202) 638,366 - 638,366
Segment assets DEEE 3,750,136 2,294,830 444,993 6,489,959 37,858 6,527,817 - 6,527,817
Deferred income tax assets RIEFEHARE 39,567 - 39,567
Investments in associates BN RRE 271,669 - 271,669
Total assets BEE 6,839,053 — 6,839,053
Segment liabilities DEEE 1,966,920 1,279,334 288,282 3,534,536 106,861 3,641,397 — 3,641,397
Deferred income tax liabilities EEFTSHAR 94,402 - 94,402
Total liabilities wafk 3,735,799 - 3,735,799
Addition of property, REWE  BERRE

plant and equipment 221,247 57,075 - 278,322 15 278,337 - 278,337
Material non-cash items EXFHRLIEE
Amortisation of leasehold land HETHR

and land use rights b E AR 5H 2,478 2,064 - 4,542 - 4,542 - 4,542
Depreciation of property, ME - BEREETE

plant and equipment 82,764 52,897 - 135,661 15 135,676 - 135,676
Reversal of impairment of FERERERE

inventories — net — FE (7,479) (192) - (7,671) - (7,671) - (7,671)
Provision for/(reversal of) B 5 R EMEK

impairment of trade and FORE R

other receivables — net (@) — 8 1,237 (4,446) - (3,209) - (3,209) - (3,209)
Fair value gain on derivative PTESmIA

financial instruments AR EERZ 25,142 19,024 - 44,166 - 44,166 - 44,166
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AV HRRME

5 SEGMENT INFORMATION (Continueq) 5 9EWERGE
5.1 Primary reporting format — business segments 51 FEREENX — EBSEE)
(Continued)
The segment information for the year ended 31 December 2011 are He2 -+ _-_A=+—"HIEFEZD
as follows: HERNT :
Micro Washing Raw Continuing
motors motors material Segment Corporate  operations  Discontinued Group
business  business business Total function Total operations Total
gL
WEE EEER R DE ES 7 ¥ SL1
ES ES ES 0] HWE AERiBae A RIREES At
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$’000 HK$'000

BT A¥TT B%TrT  #¥TT B%TrT  E%Tx BEFT BRTr

Gross segment revenue 1o EA 7,060,608 3,365,503 3,867,034 14,293,145 — 14,293,145 432,050 14,725,195
Inter-segment revenue SEBRA (11,313)  (16,120) (3,775,339) (3,802,772) — (3,802,772 (113)  (3,802,885)
Revenue (from external customers) WA (FREINBEF) 7,049,295 3,349,383 91,695 10,490,373 — 10,490,373 431,937 10,922,310
Operating profit/(loss) R, (B8 497,763 228,843 53,487 780,093 (9,617) 770,476 17,579 788,055
Finance income/(cost) REMWA(BRA)

— net — ¥ 13,537 (16,648) (39,612 (42,723) (8,819) (51,542) 134 (51,408)
Share of profit of associates il Bge & X = F) B — — — — 19,204 19,204 - 19,204
Profit before income tax HARR P S B AT I 511,300 212,195 13,875 737,370 768 738,138 17,713 755,851
Income tax expense FiS B2 (80,766)  (34,471) 336 (114,901)  (31,229)  (146,130) (5,130)  (151,260)
Profit/(loss) for the year FERMHE(EE) 430,534 177,724 14,211 622,469 (30,461) 592,008 12,583 604,591
Segment assets DEEE 3,585,801 1,949,028 305,503 5,840,332 28,915 5,869,247 — 5,869,247
Deferred income tax assets RIEFBREE 38,853 - 38,853
Investments in associates B NAIRE 254,352 — 254,352
Total assets BEE 6,162,452 — 6,162,452
Segment liabilities AEEE 2,138,728 1,070,552 182,631 3,391,911 144,818 3,536,729 — 3,536,729
Deferred income tax liabilities RIEFSHEE 78,549 — 73,549
Total liabilities wafE 3,610,278 — 3,610,278
Addition of property, plant and NEME

equipment B E 241,104 137,077 378,181 21 378,202 692 378,894
Material non-cash items EXHHLEE
Amortisation of leasehold land and FHE 15

land use rights {5 R A 8 1,842 1,818 — 3,660 — 3,660 - 3,660
Depreciation of property, plant and #1% « & &

equipment BEE 66,199 39,770 — 105,969 20 105,989 1,139 107,128
Provision for/(reversal of) impairment 17 S E##,~

of inventories — net (BE) — 38 3,765 (8,700) - (4,935) — (4,935) - (4,935)
Provision for impairment of trade &5 K H b fElL

and other receivables — net FORERE — FE 6,865 9,629 - 16,394 - 16,394 — 16,394
Fair value gain on derivative PTEemIA

financial instruments AR EERE 10,348 15,224 - 25,572 - 25,572 - 25,572
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

5 SEGMENT INFORMATION (Continued) 5 SEREE(E
5.2 Secondary reporting format — geographical 5.2 MEBHHERNX — ESEE
segments
The Group is domiciled in the PRC. The Group’s revenue from NEFEENFRH  AKEFEKEPEIEANE
customers located in the PRC and outside PRC are presented as INEEZIA - 2F07F -
follows:
Micro Washing Raw Continuing
motors motors material operations Discontinued Group
business business business Total operation Total
FEEE
HEHE iRER R#E £ RIEEE FEH
E30 £ EXi ast E30 &%
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000
BT BT BETT BT BT BT
Year ended HE-_T——F+=
31 December 2012 A=+—HBItFE
Revenue from customers KETEERNEF
in the PRC ZUWA 3,540,889 1,355,954 12,420 4,909,263 — 4,909,263
Revenue from customers KEFRBEEIINEF
outside the PRC ZWA 1,064,094 1,814,145 = 2,878,239 — 2,878,239
4,604,983 3,170,099 12,420 7,787,502 — 7,787,502
Micro Washing Raw Continuing
motors motors material operations Discontinued Group
business business business Total operations Total
B
B SR EH R ¥71% IR REE
E3 ES 715 &t ES At
HK$’'000 HK$’000 HK$’000 HK$’'000 HK$’'000 HK$’000
BT BT BT BT IT BT IT BT
Year ended HE-Z——F+=
31 December 2011 A=+—HLtFE
Revenue from customers KETEERNEF
in the PRC ZUA 6,208,822 1,795,238 91,695 8,095,755 409,736 8,505,491
Revenue from customers K EFBEEINEF
outside the PRC 2 840,473 1,554,145 - 2,394,618 22201 2,416,819
7,049,295 3,349,383 91,695 10,490,373 431,937 10,922,310
No geographical segment analysis on non-current assets is prepared RSB TERBEEFRBHEEIN - &
as substantially all of the Group’s assets were located in the PRC, BEBARMBHEEENRE - dr ARSI
except for financial instruments and deferred income tax assets. MEVEE 2 HE D IO
Revenue of approximately HK$821,599,000 (2011: HK$1,791,443,000) WA AR 49755 821,599,000 L ( ZF ——4F ¢
was derived from a single customer, which is a related party, 7 #51,791,443,000 7T ) R B — &R P (R R
contributed to the revenue of operating segment of micro motors 73) 0 BIATR B RS L E 5 BRI -
business.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

Leasehold Land and Land Use Rights

The Group’s interests in leasehold land and land use rights represent

prepaid operating lease payments and their net book values are

analysed as follows:

HE b 1 o fE FAHE
2R B A 500 % L o PR 2 2 B TR
fHEEBERIE - EREFESFMT *

Group

AEHE
2012 2011
—g-C-F %
HK$’000 HK$'000
BT BT

Outside Hong Kong, held on BB - BA10EB0F 2

leases of 10 to 50 years HERE 219,722 171,367

Group

AEH
2012 2011
—E—_F —E——%F
HK$’000 HK$'000
BETT BT
Opening net book amount FHREFE 171,367 125,509
Additions NE 52,779 31,609
Acquisition of a subsidiary W EEH B A ) - 11,029
Amortisation charge - Siclabea (4,542) (3,660)
Exchange differences ELER 118 6,880
Closing net book amount FHREREFE 219,722 171,367

At 31 December 2012, leasehold land and land use rights with net
book value of approximately HK$44,937,000 (2011:
HK$46,102,000) have been pledged as security for the Group’s

banking facilities (note 18).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

7 Property, Plant and Equipment 7 Y% BERRE

(@) Group (a) AEE

Furniture Plant Electronic
Construction- and and Motor  and other
in-progress Buildings fixtures machinery vehicles equipment Total
1RER BER EFR
HEIE [ = e e RE Hibsk i &t

HK$'000 HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
BT BT BT BT BT BT BT

At 1 January 2011 R-_ZT——F—A—H
Cost PRAR 122,865 323,875 52,662 785,103 13,952 65,396 1,363,853
Accumulated depreciation ZEHTE — (81,106) (31,311) (320,450) (5,815) (41,736) (480,418)
Net book amount BREDFE 122,865 242,769 21,351 464,653 8,137 23,660 883,435
Year ended BE—_T——&+—

31 December 2011 A=+—HLFE
Opening net book amount FYRREFE 122,865 242,769 21,351 464,653 8,137 23,660 883,435
Additions RE 117,918 30,417 14,163 180,552 9,500 26,344 378,894
Acquisition of a subsidiary gy 3,948 12,651 - 9,320 209 1,532 27,660
Exchange differences ERER 6,116 11,775 863 21,720 338 875 41,687
Disposals HE (1,509) - (1) (50,263) (3,346) (7,130) (62,289)
Disposal — discontinued operations & — #& &% - — - (22,750) - (1,939) (24,689)
Transfers i (112,400) 43,359 — 69,041 - - -
Depreciation e — (15,966) (9,158) (64,732) (3,093) (14,179) (107,128)
Closing net book amount FIREREFE 136,938 325,005 27,178 607,541 11,745 29,163 1,137,570
At 31 December NoT——F

2011 +=-A=+—8~
Cost PRAR 136,938 426,437 68,853 954,973 19,836 69,003 1,676,040
Accumulated depreciation ZFIE — (101,432) (41,675) (347,432) (8,091) (39,840) (538,470)
Net book amount BREDFE 136,938 325,005 27,178 607,541 11,745 29,163 1,137,570
Year ended HE_Z——F+=A

31 December 2012 =t+—HIFE
Opening net book amount FYRREFE 136,938 325,005 27,178 607,541 11,745 29,163 1,137,570
Additions RE 122,177 7,201 7,976 96,630 3,837 40,516 278,337
Exchange differences xR ER (35) (154) (42) (399) (15) (87) (732)
Disposals HE (855) (80) (191) (26,411) (538) (8,440) (36,515)
Transfers 2324 (101,042) 19,739 - 81,303 - - -
Depreciation e - (21,195) (10,605) (74,800) (3,882) (25,194)  (135,676)
Closing net book amount FIREFE 157,183 330,516 24,316 683,864 11,147 35,958 1,242,984
At 31 December RZT——F+=A

2012 =t+—B
Cost A 157,183 453,190 63,595 1,071,710 21,509 104,081 1,871,268
Accumulated depreciation REtinE - (122,674) (39,279)  (387,846) (10,362) (68,123)  (628,284)
Net book amount BREDFE 157,183 330,516 24,316 683,864 11,147 35,958 1,242,984

nEsppaRAs —2-—f%8 127



128

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

=8

(a)

SRR M

Property, Plant and Equipment (Continued)

Group (Continued)

Depreciation expense of HK$124,723,000 (2011: HK$88,475,000)
has been charged in cost of sales, HK$136,000 (2011: HK$121,000)
in selling and marketing costs and HK$10,817,000 (2011:
HK$18,532,000) in administrative expenses.

At 31 December 2012, property, plant and equipment with net book
value of HK$53,126,000 (2011: HK$43,253,000) were pledged as
security for the Group’s banking facilities (note 18).

Construction-in-progress as at 31 December 2012 mainly comprises
new manufacturing equipment being constructed.
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(a)

" - BERREE)

AEE(E)

WERS B 124,723,000 L (ZT——4F ¢
715 88,475,000 7T) BT ASHEE R - 7B
136,000 7C(=F——4 : A% 121,0007T)
Bt AEERMSHERERAE - B
10,817,000 7c(=F ——% : % 18,532,000
T AIB T ATTER Y -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

(b)

Property, Plant and Equipment (Continued)

Company

7 B¥- BERREE)

Electronic and

other equipment

EFRHEMEE
HK$’000
BT
At 1 January 2011 R-—ZT——%—H—H
Cost BRAR 298
Accumulated depreciation REHITE (275)
Net book amount BRMEFE 23
Year ended HE-T—F
31 December 2011 +ZA=+—HIFE
Opening net book amount FHREFE 23
Additions NE 6
Disposals & (4)
Depreciation e (10)
Closing net book amount FHERTEFRE 15
At 31 December 2011 RZE——F+_A=+—H
Cost FRAR 275
Accumulated depreciation 2itinE (260)
Net book amount BREVFE 15
Year ended BEZT——F
31 December 2012 TZA=T—HILFE
Opening net book amount FUEmFE 15
Additions NE 5
Depreciation e 4)
Closing net book amount FIREEFE 16
At 31 December 2012 RZE——F+ZA=+—H
Cost BN 280
Accumulated depreciation RETITE (264)
Net book amount BREFE 16
REZRERAT —T-—FEH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

8 Intangible Assets 8 HREE
Development Group
Goodwill Technology cost Total
%
[k B FZERA ast
HK$'000 HK$'000 HK$'000  HK$'000

BETIT  ABETT BETIT A%TT

At 1 January 2011 RZZE—F—HF—H
Cost and net book amount AR K AR TEDFHAE 23,188 — — 23,188
Year ended HE—_ZT—F

31 December 2011 +ZA=+—HB8ILFE
Opening net book amount FUREFE 23,188 — — 23,188
Additions NE — — 5,608 5,608
Acquisition of a subsidiary U g M8 A | 4,757 30,879 — 35,636
Amortisation charge BIHR S — (757) - (757)
Exchange differences EHZER 1,177 46 119 1,342
Closing net book amount FREREFE 29,122 30,168 5,727 65,017
At 31 December 2011 KR-ZE—F+-_A=+—H
Cost BAR 29,122 30,925 5,727 65,774
Accumulated amortisation RETHEEY - (757) — (757)
Net book amount BREFE 29,122 30,168 5,727 65,017
Year ended HE-T——F

31 December 2012 +ZA=+—HIFE
Opening net book amount FYEREFE 29,122 30,168 5,727 65,017
Additions NE - - 15,629 15,629
Amortisation charge B - (3,083) - (3,083)
Exchange differences EHER 7) (19) 51 25
Closing net book amount TR FE 29,115 27,066 21,407 77,588
At 31 December 2012 RZZE—=—F+=RA=+—H
Cost AR 29,115 30,933 21,407 81,455
Accumulated amortisation R - (3,867) - (3,867)
Net book amount BREFE 29,115 27,066 21,407 77,588
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FEMBHRRME

Intangible Assets (Continued)

The goodwill is attributable to the synergies expected to arise upon
the Group’s acquisition of the non-controlling interests of the cash-
generating units (“CGU”) in micro motors business segments located
in the PRC. A summary of the goodwill allocation is presented below:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

E|REE(E)
PEREEHRAEBRBELNFE 2 HE
HWEBHEcReEESV(REEEEMLD
EIEREREBEE 2 HRENEG - FE S
S5

As at 31 December

R+=A=+-—H
2012 2011
—F-=F —T——%F
HK$’000 HK$’000
BT BT T
Guangdong Welling Motor Manufacturing Co., Ltd.  EBREESHEEGRE QA
(“GD Welling”) (TEFREED 24,333 24,338
Changzhou Welling Motor Manufacturing Co., Ltd.  ®MEEBHELEBRE A
(“Changzhou Welling”) (&M E D 4,782 4,784
29,115 29,122

The recoverable amount of the CGU is determined based on value-
in-use calculations. These calculations use pre-tax cash flow
projections based on financial budgets approved by management
covering a five-year period. Cash flows beyond the five-year period
are extrapolated using the estimated growth rates stated below.

ReEEBRRESEDRERAEEE

ETUETE FH:TECABARERER
RMRBEEREEMEZ A FHMBRAE)E
H e BFHUIINZIRSTMETIR T X2
BFHE R R -

The key assumptions used for value-in-use calculations are as FREEAEZ TE/EBWNT -
follows:
Changzhou
GD Welling Welling
EREE S
As at 31 December 2012 RZE—=F+ZA=+—H
Gross margin (budgeted gross margin) EFE(BEERNE) 12% 21%
Growth rate BRE 1% 24%
Discount rate (pre-tax discount rate applied to the BRIRER(ARBR e RETER 2 BAT
cash flow projections) ARIR ) 15% 15%
As at 31 December 2011 R-B——F+-"A=+—H
Gross margin (budgeted gross margin) EFE(BEERNX) 10% 24%
Growth rate ERX 1% 25%
Discount rate (pre-tax discount rate applied to the AR R (ARIREeRETER 2
cash flow projections) TRATARIRE) 15% 15%

Management determined the budgeted gross margin based on past
performance and its expectations for the market development. The
discount rates used are pre-tax and reflect specific risks relating to
the relevant segments.

EEEREBEAERAREETSER ZEY
BEREENEX - PHRAZREAHATL
R RERAAR D B2 E R o

REZRAERAT —B——F45R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

9 Investments in Subsidiaries and Loan to a 9 MEBASKRERERF—FRME

Subsidiary NN |
The details of the investments in subsidiaries and loan to a subsidiary THABARRRNBARKRERERT —RK
of the Company are as follows: BATZHIE
(@) Investments in subsidiaries (a) MBATRE
Company
EAT
2012 2011
—B—=F —T——%
HK$°000 HK$'000
BT BT
Investments in equity interests IR E
— at cost, unlisted — RN - JEET 4,500,000 4,500,000
— subsequent exchange differences dueto ~ — EfEHGE A
translation into presentation currency 2HERIIER ER
(note 2.5(c)) (Ft3F2.5(c)) 470,508 471,736
Investments arising from share-based VARR 5 2 £+
payments (i) S HEAZIRE() 8,236 7,846
Amounts due from subsidiaries (i) FE UK BT IB  RIFRIE() 496,874 397,938
5,475,618 5,377,520
0] The amount represents share-based payments arising 0] S IBE T B A B 2 (& B A Mt
from the grant of share options of the Company to JB R R PR A AR S T 1e) 18 S5 4% AR
employees of the subsidiaries for their services provided NEBREE & 2 AR
to the subsidiaries. H oo
(ii) The amounts due from subsidiaries are unsecured, (ii) FEUT I B A B N IE AR -« A
denominated in HK$, interest-free, will not be required BEHE - 28 TERT M
to repay within 12 months, with no fixed term of AREER  EETEDRE - FEE
repayment, non-trade related and not past due. SiEEBERE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMTBHRRME

9

Investments in Subsidiaries and Loan to a
Subsidiary (Continued)

(b)

Loan to a subsidiary

9

MEABIRERERT—RHE

AT (&

(b) ERF—XKREBAT

Company
AATF
2012 2011
—EF—-F —E—F
HK$’000 HK$’000
BT BT

Current BNHA

- 60,143

The loan to a subsidiary is unsecured, interest bearing,
denominated in HK$ and was fully repaid during 2012. The
fair value of the loan to a subsidiary approximate its carrying
value, which is based on cash flow discounted using a rate
based on the borrowing rate of 3%, which has no material
difference to the market borrowing rate determined by HIBOR
plus appropriate credit rating.

BRT KB AR AEEE - 518
LABHESE - WER T ——FEE -
BRTF—RMBRRIZ AR BEREER
BEEE - DIRBERFEI% R
TMEMBAE o BIRKEFBRITRE
FEEZINEE 2 EETIREEN TS
BERWEEAEER -
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AV HRRME

Investments in Subsidiaries and Loan to a

Subsidiary (Continued)

The particulars of the subsidiaries as at 31 December 2012 are:

Place of incorporation and

9

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AT (&

MEBASRERERT—RMHE

MBARNR-_E——F+-_A=-+—RA2#

BT

Particulars of issued

operation/establishment share capital/ Interest
Name and kind of legal entity Principal activities registered capital held
HMARIIREE E#TRE
&8 FRIIHh B R R E B AR AR R TEER HMERZFHE PRt
Directly held:
EERA:
Welling Holding (BVI) Ltd. British Virgin Islands, limited Investment holding 10,000 ordinary shares 100%
liability company of USD1 each
BEZERBV)VER AR EBREAHSE  AREEAR TEER 10,000 B R EE13ETT 100%
2 EEAR
Indirectly held:
EERR
Changzhou Honglu Huate Electric Co., Ltd. PRC, limited liability company  Manufacture and Registered capital 70%
trading of motors RMB40,622,545
BMNMEERERARAF) FE - BREEAT EEREES A ERARKE 70%
40,622,5457T,
Changzhou Welling Motor Manufacturing Co., PRC, limited liability company  Manufacture and Registered capital 70%
Ltd. (“Changzhou Welling”) (foreign investment trading of motors USD25,650,000
enterprises)
EMNHBEEREERERAR(EMNEE D) PR BREERRIGMNEDRE) HEREEEH FEf & A25,650,0005 7T 70%
Foshan Welling Electronic & Electric Co., Ltd. PRC, limited liability company  Manufacture and Registered capital 100%
(“Welling Electronic and Electric”) (foreign investment trading of motors USD15,000,000
enterprises)
BUTHBEFERBRARN(HRBEETERD) FTE FREATAFNGOMNERLE) BEREEEHR A& Z515,000,0003 7T 100%
Foshan Welling Material Supply Co., Ltd. PRC, limited liability company  Trading of raw Registered capital 100%
materials RMB20,000,000
BRI BB AR A TR A A FE - BREFELQA BEREME AMERARE 100%
20,000,0007T
Foshan Welling Washer Motor Manufacturing PRC, limited liability company  Manufacture and Registered capital 100%
Co., Ltd. (“Welling Washer”) (foreign investment trading of motors USD6,400,000
enterprises)
BIUTRHEERBEREEERAR(AEL KD T BEREFRDOIMELE) REREEEH =& 74°6,400,000% 7T 100%
Guangzhou Welling Motor Manufacturing Co., PRC, limited liability company  Manufacture and Registered capital 100%
Ltd. (“GD Welling”) (foreign investment trading of motors uSD48,810,000
enterprises)
ERBBEESHEERAA(ERRE ) PR AREFARGMNELYE) HEREEER & 448,810,000 7T 100%
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REMTBHRRME

Investments in Subsidiaries and Loan to a

Subsidiary (Continued)

Place of incorporation and

9

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AT (&

Particulars of issued

MEBASRERERT—RMHE

operation/establishment share capital/ Interest
Name and kind of legal entity Principal activities registered capital held
HMARIIREE E#TRE
&8 FRIIHO B R R E B AR AR R TEER HMERZFHE PRt
Hefei Welling Motor Manufacturing Co., Ltd. PRC, limited liability company  Manufacture and Registered capital 100%
trading of motors RMB50,000,000
GIERBEEHEIEERAA] PR BREEAT SEREES A ERARKE 100%
50,000,0007T
Huaian Welling Motor Manufacturing Co., Ltd. PRC, limited liability company  Manufacture and Registered capital 100%
(“Huaian Welling”) (foreign investment trading of motors USD5,000,000
enterprises)
HELRBEEREETRA R (ELRE |) R AREEATIGMNEGE) HEREEER #Hff & 485,000,000% 7T 100%
Midea Welling Motor Technology (Shanghai) PRC, limited liability company  Providing technical Registered capital 100%
Co., Ltd. consultancy RMB10,000,000
services
ENBBEEREM(F)ERAR FE - BREELQA TR R R S AR 7S A EARARKE 100%
10,000,0007T
Welling International Hong Kong Ltd. ("Welling Hong Kong, limited liability Investment holding 10,000,000 ordinary 100%
HK”) company and trading of shares of HK$1 each
motors
HREBREBERAR(HERE] B AREMLLF] BEERREESH  10,000,0000 AR EES 100%
1Tz Emk
Welling Macao Commercial Offshore Limited Macao Special Administrative  Offshore trading Registered Capital 100%
Region, limited liability Macao Pataca
company 100,000
BRI A ERB AR BFVFRITTER - BREEIAR BFERXS FH & AR PR 100%
100,0007T
Welling (Wuhu) Motor Manufacturing Co., Ltd. PRC, limited liability company  Manufacture and Registered capital 100%
(“Wuhu Welling”) (foreign investment trading of motors USD17,680,000
enterprises)
B (05 BREEER AR (HNRE ) PR ARETAFRGINEDRE) REREEEHR FHf & #17,680,0003 7T 100%
Wuhu Welling Motor Sales Co., Ltd. PRC, limited liability company  Trading of motors Registered capital 100%
RMB50,000,000
VB EEREEARAA FE - AREEAR BEEEH AMERARE 100%
50,000,0007T
Wuxi Little Swan Huayin Electrical Appliances PRC, limited liability company  Manufacture and Registered capital 100%
Co., Ltd.* trading of motors RMB49,673,470
EmH N RIBEHNERAR AR FE - AREEAT SLENE BB A ERARKE 100%
49,673,4707T
* The company is in the process of deregistration. * A RIETESE RS M TS -
REZRARLT —B-—FFH
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AV HRRME

10 Investments in Associates 10 EFEATIRE
Group
FEE
HK$'000
PR T
At 1 January 2011 R-_ZT——%—H—H 223,651
Share of associates’ profit after tax A= E 1RSI 19,204
Exchange differences EHER 11,497
At 31 December 2011 RZZ——F+=A=+—~1 254,352
At 1 January 2012 R-E——F—AF—H 254,352
Share of associates’ profit after tax {RES 2N BN & FE 17,322
Exchange differences EHER (5)
At 31 December 2012 WZE——F+_A=+—H 271,669
The summarised financial information of the Group’s principal RZE—ZF+ZA=+—8 ' A&EHFXEZE
associates as at 31 December 2012, all of which are unlisted, B N E(2EERIE LT 2MBER (B
including the aggregated gross amounts of assets, liabilities, BE - 8F  WARFIERE)BdmT

revenues and profit, is as follows:

Place of Effective
incorporation/ interest
Name establishment Assets Liabilities Revenues Profit held
ML AN
&% FEIIHBES BE Bff 19N FIE L5

HK$'000 HK$’000 HK$'000 HK$°000
BT A%t A%t A%TxT

Shanxi Huaxiang Group Co., Ltd. PRC 1,662,712 1,090,972 1,210,708 36,505 49%
PR LB BR AT R
Linkgo-HK Limited Hong Kong 46,577 144 — 13,454 49%
EEMABRAR B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

11 Available-for-sale Financial Assets

11 THHESRMEE

Group

FEHE

HK$’000

BT T

At 1 January 2011 RZE—F—H—H 29,381
Addition (b) pN=(o) 60,394
Net gains transfer to equity (note 17) FU R E s (M EE17) 4,694
Exchange differences ERER 2,838
At 31 December 2011 RZE——F+_A=+—H 97,307
At 1 January 2012 R-E——%—HF—H 97,307
Net gains transfer to equity (note 17) FU e s (M EE17) 5,518
Exchange differences EHER (6)
At 31 December 2012 R-_E——H+-_A=+—H 102,819

(@)

In April 2009, the wholly-owned subsidiary of the Company,
GD Welling entered into an investment agreement with Midea
Group Co., Ltd. (“Midea”) and GD Midea Holding Co., Ltd.
(“GD Midea”, a company of which 42.49% interest is held by
Midea) for the purpose of incorporation of Midea Group
Finance Co., Ltd. (the “Finance Company”). The initial
registered capital of the Finance Company is RMB500 million
and 5% was contributed by the Group. The Finance Company
shall provide a range of financial services as approved by the
China Banking Regulatory Commission (“CBRC”). The Finance
Company was mainly engaged in taking of deposits from and
borrowing of loans to Midea and its subsidiaries and
placement of short term deposits with domestic reputable
banks.

BB

ZERERAF

RZZTNFNA - ARRIZEEHE
REERHEERENEERMNBRAQA]
(EMDRERENEBRRNDERAA]
(=B ENHEEEF 42.49% 1
RIS AW R EE
BUBERATDTHBAF]) - MBQ
Az EMERRBARE
500,000,0007T * &+ 5% AL EE
A o B R AR — RBI L P BIRTT
¥EEERZeg(PRBES DILE
2 EITERRTS - IS A Rl E B BRRNE
B R EME A RIFR - RESEITE
B RIS R B AR A RTT °

—E-—EER
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AV HRRME

11 Available-for-sale Financial Assets
(Continued)

(b)

On 18 November 2011, GD Welling entered into a capital
increase agreement with Midea and GD Midea, pursuant to
which each of GD Welling, Midea and GD Midea agreed to
increase its capital contribution to the Finance Company in an
aggregate amount of RMB1,000 million in proportion to each
of their respective equity interests in the Finance Company by
way of cash. According to the 5% equity interest of GD
Welling in the Finance Company, RMB50 million (equivalent to
approximately HK$60,394,000) cash should be made by GD
Welling to the Finance Company. The capital increase in the
Finance Company was approved by the CBRC on 30
December 2011 and the payment of capital contribution was
completed on the same date. Upon completion of the capital
increase, the registered capital of the Finance Company was
increased from RMB500 million to RMB1,500 million while the
respective equity interests of GD Welling, Midea and GD
Midea in the Finance Company remained at 5%, 55% and
40% respectively.

The fair value of available-for-sale financial assets was
determined by the Directors. A gain arising from the fair value
amounting to HK$5,518,000 (2011: HK$4,694,000) was
recognised in other comprehensive income for the year ended
31 December 2012.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

12 Inventories 12 #E
Group
AEHE
2012 2011
—T—Cf —ZT——%F
HK$’000 HK$'000
BT BETFT

Raw materials R R 210,586 187,835

Work-in-progress TR 31,026 40,862

Finished goods (Note) RIRK i (FIRE) 461,919 384,354

703,531 613,051

The cost of inventories recognised as expense and included FERABE5,624,032,000T( =T ——4 :

in cost of goods sold amounted to HK$5,624,032,000 (2011: B 7,254,782,000 7T) E MR BRI ET A

HK$7,254,782,000). HE B mKAR -

During the year, the Group made a provision for impairment of RER  AEBEELEFERERELE

inventories amounting to HK$9,141,000 (2011: HK$16,816,000). 9,141,000 L( =& ——4 : &% 16,816,000

The Group reversed a provision for inventory of HK$16,812,000 L) c HRERBHE  AEEBRLTERB

(2011: HK$21,751,000) as the goods have been sold. The reversal B#16,812,000 (=T ——F : B

has been included as a reduction of cost of goods sold in the 21,751,0007t) » #EIE R D4R E W= T 2 8

consolidated income statement. EERKAE -

Note: As at 31 December 2012, the Group had finished goods which were Wi : R-ZE——HE+-A=+—H XEEIMKE
delivered and kept in stores at customers’ location amounting to TR P 2R R @448 % 241,186,000
approximately HK$241,186,000 (2011: HK$230,359,000). No sales T(=ZZ——4F : %% 230,359,0007T) ° AR
have been recognised for these finished goods as the risks and Bk RERAERTES  MZERR RO
rewards have not been passed to the customers until the customers EVKRERR  EEFFPHERARIZERM M
have confirmed the receipt of those goods. Bl e
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AV HRRME

13 Trade and Other Receivables

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

13 B RHEMEKR

Group Company
XxEE EAT
2012 2011 2012 2011
—FT——-F —E——F IZBT--HE =—T——F
HK$’000 HK$’000 HK$’000 HK$'000
BETT BT T BT BETT
Trade receivables (Note (a) Z 2B (ME(Q) 1,265,739 1,022,211 - —
Less: provision for impairment B ORERE
(Note (c)) (M%) (31,360) (35,162) - -
Trade receivables - net EZRENGR — FE 1,234,379 987,049 - —
Notes receivable RN EE
(Notes (a),(d)) (MisE@) ~ (@) 660,589 345,442 - -
Prepayments AR 204,005 133,875 - —
Other receivables E b FEIR 131,348 146,712 485 485
Less: provision for impairment of other & : E-fth FE U FURIE
receivables (Note (c)) i (M3E ) - (104) - —
Prepaid value-added tax - net TR ER
(Note (e)) o G EIC) 90,104 34,121 - —
2,320,425 1,647,095 485 485
Less: non-current portion R JEBNERER Y
— Prepayment for property, plant and — AR - BE R
equipment REFIE (3,281) (11,981) - -
2,317,144 1,635,114 485 485

As at 31 December 2012 and 2011, the fair values of trade and

RZE——FR-_Z——F+A=+—

other receivables of the Group and the Company approximate their =]

N

A
carrying amounts. A EH

S

ERARRE 2 E S REMEWRKRZ
HAREERE -

140

Welling Holding Limited Annual Report 2012



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

13 Trade and Other Receivables (Continued)
As at 31 December 2012 and 2011, other receivables of the
Company are denominated in HK$. Trade and other receivables

other than prepayment of the Group are denominated in the

following currencies:

13

B R HMEKRR(E
RZE—Z—FR-_Z——F+ZA=+—
H - ARE 2z B ERFABES|E - K&
B2 85 &kH A ERHABRTERN KIMNA T E
¥e5IME

Group

AEE
2012 2011
—®—C—F —E——F
HK$’000 HK$’000
BEET T BET T
RMB AR 1,363,046 978,025
Usb =TT 550,026 395,934
EUR BT 203,076 138,929
Others Eith 272 332
2,116,420 1,513,220

Notes: irza

(@  The majority of the Group’s trade receivables are with credit
period from 60 to 150 days. As at 31 December 2012 and
2011, the ageing analysis of the gross trade receivables and

@ AEBRINESEURZEEHRNT
B0HZE150H - RZE——F R _FT—
—F+-A=+—1H BHRURNE

notes receivable respectively are as follows: W58 2 BRER DT D BIEAT

Group

AEE
Gross trade receivables: B S ek - 2012 2011
=Bt 3 %
HK$’000 HK$'000
BT IT BT T
Within 3 months =EANUA 1,097,885 872,258
3 to 6 months =Z=X{EA 155,762 140,659
Over 6 months NEA L 12,092 9,294
1,265,739 1,022,211

REERAERLT TR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

13 Trade and Other Receivables (Continued) 13 B RHMEUWRR(Z
(@)  (Continued) @ (&)
Group
S 1L
Notes receivable: FEUENE : 2012 2011
—B—=F —T——%
HK$’000 HK$'000
BETT BT T
Within 3 months —EA R 259,653 98,157
3 to 6 months —Z=XEA 400,936 247,285
660,589 345,442

As at 31 December 2012 and 2011, the trade and other
receivables that are neither past due nor impaired are fully
performing.

(o) As at 31 December 2012, trade receivables of HK$104,207,000
(2011: HK$83,108,000) were past due but not impaired. These
relate to a number of independent customers for whom there is
no significant financial difficulty and based on past experience,
the overdue amounts can be recovered. The ageing analysis of
these trade receivables is as follows:

R-E——FN_ZT——F+-A=+
—H - WARBSHITERENE S KHMD
e R EUERS BT -

RZE——F+ZA=1+—H B
W5 104,207,000 L (=T ——4F ¢
783,108,000 7T ) B @1 ER{E KRB ©
ZEEHEIGRER LW ESANER
HOBURFER  EREBBALS
BEARIER] FUE o EB S EURGKZ
BREQHITIAT -

Group
AEE
2012 2011
—E——F —E——F
HK$’000 HK$’000
BRI BT T
3to 6 months =2~ @A 102,738 80,401
Over 6 months SNEA AL 1,469 2,707
104,207 83,108
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

13 Trade and Other Receivables (Continued) 13 BSRHMEUWRR(Z
(©)  As at 31 December 2012, trade and other receivables of © NZE——-—F+-A=+—H EHK

approximately HK$63,647,000 (2011: HK$69,091,000) were
potentially impaired. The provision in relation thereto was
approximately HK$31,360,000 (2011: HK$35,266,000) at 31
December 2012. The individual impaired receivables mainly

HAth E U SR 497885 63,647,000 L (=&
——%F : ##%69,091,000 7T ) B 1ER
BE-WNZT—=F+=-A=+—H2H
A 408 31,360,000 TL(ZF——
F B 35,266,0007T) ° ERIRERE
W E ZEE S BEERGIABR - X
HoR P MmIE/R Rk - BFFEXR
BB FEMCGRTEER RS AT [E] © 1t S5 FEUSGR

relate to past due receivables from customers. There is no
recent history of default for most of the customers, it was
assessed that a large portion of the receivables is expected to
be recovered. The ageing of these receivables is as follows:

ZERBRIAT

Group

FEE
2012 2011
—T—-F —T——%
HK$’000 HK$’000
BETT BT
Within 3 months = BRI - 2,246
3 to 6 months =Z=XEA 53,024 60,258
Over 6 months NEAR E 10,623 6,587
63,647 69,091

B Z UG N E MR 2 M E R R

Movements on the provision for impairment of trade

receivables and other receivables are as follows: BT

Group

AEE
2012 2011
—T—_f —E——5F
HK$’000 HK$’000
BT IT BT T
Beginning of the year F1) 35,266 17,650
Provision for impairment TEREE 10,186 18,205
Bad debts written off RIS (675) —
Provisions written back O B (13,395) (1,811)
Exchange differences EHER (22) 1,222
End of the year R 31,360 35,266

HREZRERQF

—E-—FER 143



144

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

13 Trade and Other Receivables (Continued)

(©

(Continued)

The creation and release of provision for impaired receivables
have been included in administrative expenses in the
consolidated income statement (note 24). Amounts charged
to the allowance account are generally written off when there
is no expectation of recovering additional cash.

The provision written back represented the subsequent
collection of previously provided impaired amounts.

The other classes within trade and other receivables do not
contain impaired assets.

The balance represents bank acceptance notes with maturity
periods within six months. The maximum exposure to credit
risk at the reporting date is the fair value of each class of
receivables mentioned above. The Group does not hold any
collateral as security.

The Group has paid input value-added taxes (“VAT”) to the
State Tax Bureau for the goods purchased from its suppliers.
In accordance with the relevant PRC tax regulations, these
VAT can be offset with the output VAT arising from the sales
in the future but are not refundable. The balances at 31
December 2012 and 2011 represented net input VAT after
offsetting the output VAT payable by the Group for the
domestic sales made during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

14 Pledged Bank Deposits with Maturity Period

Over 3 Months

Certain bank balances were pledged against bank acceptance notes
issued by the Group and these deposits will be released upon the
maturity of the bank acceptance notes issued. These pledged bank
deposits bear interest at bank saving rates of 3.06% per annum
(2011: 3.07% per annum). All pledged bank deposits are
denominated in RMB.

14

=EA UL Z ERIBRITHE
EN
EFRITEH DA R AL 2 BTR
HEEZEM - MABEEREREL 2 857
AR R BN - ZEDEMBTER
FARTT 7 B % 3.06% (= F——4F : %7
K 3.07%) 38 o FiA DHARITFRMAR
st -

Group
FEE

2012 2011

—B—=F —T——%

HK$°000 HK$'000

BT BT

Total pledged bank deposits BRI TIF S4B 58 139,598 192,887

Less: Maturity period within 3 months (note 15) B =B AR AREIEA(FIEET5) (89,591) (115,120)

Maturity period over 3 months =& A A 288 50,007 77,767

15 Cash and Cash Equivalents 15 & RIFLSZEEY
Group Company
AEH AT

2012 2011 2012 2011

—EB-——F —T——F =BT —Z——F

HK$’000 HK$’000 HK$’000 HK$'000

BT BT T i b BT T

Bank deposits and cash on hand RITEREFHEES 825,717 857,803 3,097 13,457
Pledged bank deposits with maturity =ERAREIEZE

period within 3 months (note 14) EIRERITIF

(PiE14) 89,591 115,120 - -

915,308 972,923 3,097 13,457

At 31 December 2012, cash at banks and pledged bank deposits RZB-—ZF+ZA=+—H KAEEZR

with maturity period within 3 months of the Group in the total amount
of HK$767,308,000 (2011: HK$911,200,000) were kept in bank
accounts of PRC banks of which the remittance of funds were
subject to foreign exchange control.

AEZRER=EARESH B ERRITERE
S 767,308,000 L (=T ——F : B
911,200,0007T) * T FHMAEFR B RITZ
RITERPH - 5 E L 2B HAXINEE
FiPR ©

REZRERAT —B-——E55
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

15 Cash and Cash Equivalents (Continued)

The effective interest rate on bank deposits was 0.83% per annum

(2011: 1.24% per annum).

(a)

15 IRERILEZEEM(E)
RITFER EBREMNEH0.83% (ZF——
F  FFER1.24%) ©

16 Share Capital and Share Options 16 BRAEREBARIE
Share capital (a) B=&X
Authorised
ordinary shares
BT R A 2
Number of
shares ('000) HK$’000
e E (Fi%) BT T
At 1 January 2011, R-—Z=—F—HF—H
at HK$0.1 each SREBEBE01T 20,000,000 2,000,000
Share consolidation (i) A& & BH) (16,000,000) —
At 31 December 2011 RIB——FN T ——F
and 2012, +=—RA=+—HERkmEE
at HK$0.5 each EH0.57T 4,000,000 2,000,000

Issued and fully paid
ordinary shares

EETRARRAZLER
Number of
shares ("000) HK$’000
&8 (FR) BT
At 1 January 2011, RZE—F—H—H
at HK$0.1 each BREEBKOAT 14,090,564 1,409,056
Share consolidation (i) B in& 0t ) (11,272,451) —
Share issued under the employee EEBEREREIT
share option scheme (i) 2 B BT (i) 3,500 1,750
At 31 December 2011 RZE——F+-A=+—H~
and 1 January 2012, r—E——F—HF—H
at HK$0.5 each BREES0.57T 2,821,613 1,410,806
Share issued under the employee EEEREREIT
share option scheme (iii) 2 BRADEE 77 (i) 100 50
At 31 December 2012, RZE——F+ZA=+—H
at HK$0.5 each FREEAR0.57T 2,821,713 1,410,856
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

16 Share Capital And Share Options (Continued)

(a)

(b)

Share capital (Continued)

U

(i)

(i)

Pursuant to an ordinary resolution passed at the
extraordinary general meeting of the Company held on
26 May 2011, every five issued and unissued shares of
HK$0.1 each in the capital of the Company were
consolidated into one share of HK$0.5 each (“Share
Consolidation”) and the share consolidation became
effective on 27 May 2011. The weighted average of
ordinary shares for the purposes of calculating basic
and diluted earnings per share for the year ended 31
December 2011 has been retrospectively adjusted for
the effect of share consolidation completed on 27 May
2011.

The share options exercised by a Director of the
Company and certain employees of the Group for the
year ended 31 December 2011, resulted in 3,500,000
shares being issued at HK$0.785 each, yielding
proceeds after transaction costs of approximately
HK$2,714,000. The weighted average closing price of
shares of the Company at the time of exercise of share
options was HK$1.23.

The share options exercised by an employee of the
Group for the year ended 31 December 2012, resulted
in 100,000 shares being issued at HK$0.785 each,
yielding proceeds after transaction costs of
approximately HK$72,000. The weighted average
closing price of shares of the Company at the time of
exercise of share options was HK$1.2.

Share options
The Company adopted a share option scheme as approved

by the shareholders of the Company at an extraordinary

general meeting held on 27 June 2003 (the “Share Option

Scheme”).

16 BRARBIIEE)

(a)

(b)

BB

B ()

U

(i)

(i)

BE-_Z——FRA-1+/88
BRARRREAFRIA S L@
R SARSREEEK0.1
AR AR B BT R &
TRME A~ REREESE
0.5 THARRRARG ([RMHE
) BRHEHRZE—FH
AZ+tR4EM - AfEstEEHZE
ZE——F+ZA=+t—HILF
EERERREERF 2 LBk
MR PARE - IR
RZE——FRAAZ+HEATK
R & PR -

HE-T——F+=-HA=1+—8
IEFE  ARRI—REERERE
i EETRERE  E
3,500,000 & % 15 1% 5 fr & 1
0.785 THIBIREIT - IR S
BRMNABRENARAEE
2,714,0007T BRI TIRRE -
RARRHE NEFHRTER
M1 237T °

HE-_ZT——F+-A=+—H
LFE  AEE—HESTER
Bt - 2 100,000 BRI IEE
B8 # 0.785 LAV EIR BT - 0
KRR 5 BERFTSRIEN AEE
72,000 7T © BERRIEIESTERT - AR
R ARG B kT W T (B A
#5127 o

RERzE

RRAFRBEHARFRRNR -TE=
FRAZTERBITZERENAE

+

Hofe 2 BERE A B ([ BR AR &1 ) »

ZERERAF

—E-—EER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

16 Share Capital and Share Options (Continued)

(b)

Share options (Continued)

The purpose of the Share Option Scheme is for the Company
to attract, retain and motivate talented participants to strive for
future developments and expansion of the Group and to
provide the Company with a flexible means of giving incentive
to, rewarding, remunerating, compensating and/or providing
benefits to the participants. Eligible participants of the Share
Option Scheme include the Directors of the Company
(including executive Directors and non-executive Directors) or
employees of the Group, consultants or advisors of the
Group, substantial shareholders or employees of substantial
shareholders of the Company, associates of Directors or chief
executives or substantial shareholders of the Company,
employees or directors of suppliers or customers of the
Group, discretionary objects of a discretionary trust
established by employees or directors of the Group, as to be
determined by the Board at its absolute discretion within the
above categories.

The maximum numbers of shares which may be issued upon
the exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other
share option schemes adopted by the Company must not in
aggregate exceed 30% of the shares in issue from time to
time. The total number of shares which may be issued upon
the exercise of all options to be granted under the Share
Option Scheme and any other share option schemes of the
Company must not in aggregate exceed 10% of the shares of
the Company in issue as at the date of adoption of the Share
Option Scheme, but the Company may seek approval of its
shareholders in general meeting to refresh the 10% limit under
the Share Option Scheme.

The total number of shares issued and to be issued upon
exercise of the share options granted under the Share Option
Scheme and any other share option schemes of the Company
to each participant in any 12-month period up to the date of
grant must not exceed 1% of the shares of the Company in
issue at the date of grant. Any further grant of share options in
excess of such limit is subject to the approval of shareholders
in general meeting of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

16 Share Capital and Share Options (Continued)

(b)

Share options (Continued)

Share options granted under the Share Option Scheme to
Director, chief executive or substantial shareholder of the
Company, or to any of their associates, are subject to
approval of the independent non-executive Directors of the
Company (excluding any independent non-executive Director
who is also the grantee of the options). In addition, any share
options granted to a substantial shareholder or an
independent non-executive Director of the Company, or to
any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value
(based on the closing price of the Company’s shares at the
date of each grant) in excess of HK$5,000,000, within any
12-month period up to and including the date of such grant,
are subject to shareholders’ approval in general meeting of
the Company.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
Directors and ends on a date which is not later than 10 years
from the date of the offer of the share options.

The exercise price of the share options will be at least the
highest of (i) the closing price of the Company’s shares as
stated in daily quotations sheet of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on the date of the
offer for grant, which must be a business day; (i) the average
closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet for the five business days
immediately preceding the date of the offer for grant, which
must be a business day; and (iii) the nominal value of the
Company’s share.

On 30 July 2007, 9,500,000 share options were granted to
certain Directors and employees at an exercise price of
HK$0.78 per share. The share options were exercisable
immediately on the date of grant and will expire on 29 July
2017.

16 BRARBIIEE)

(b)

BB

ZERERAF

RERRHE(2)

RIRERAEFT BIRAARRES « ZmfT
B A B sk F ZERRER i BB 2 A%
7 B - BREANRENIENITE
(T RESABREFRRAZEME
SMIEMITES)BE - I REBER
PHE(REZBE) AR+ =@EAH
M RAARREZRRIELIENTE
Rl IR E B AL 2 AR
B (WA BBAR SR BE BT
f&1720.1% - SKABEGRBARAINSE
BREBBAZBROETESE)BREE
5,000,000 7T, + AIZELEARRA A TR
RARE E#bE -

ERAARE L BRES BEF 28 A
N NREEAREEE 1 TRANER
BRE - BEREZOTENIHRESE
E o mERLBRES BRI 10FAE)
Hi o

BRI TEERTMER T Z&SE
(RELBREAS(ZANEREE
) RARRRNDEBTEHEZHME
RN E (BT ) B HRERF S 2
W () EERHBRERE(ZA
VWEBEEB)MAMEEER - AQ7F
B B 22 T B SR(E R P 52 15
Y 5 R(iyAR R B 2 EE -
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BERA0.78TT - ZSBEIERZH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

16 Share Capital and Share Options (Continued)

(b)

Share options (Continued)

Pursuant to an ordinary resolution passed by the shareholders
of the Company at an extraordinary general meeting held on 9
December 2008, the 10% limit under the Share Option
Scheme was refreshed (“Refreshment”). Upon the approval of
the Refreshment, a maximum of 1,347,931,411 shares of the
Company, being 10% of the issued share capital of the
Company as at the date of approval of the Refreshment, may
be issued upon exercise of the share options to be granted
under the Share Option Scheme and all other share option
schemes of the Company.

On 9 January 2009, 375,000,000 share options were granted
to certain Directors and employees at an exercise price of
HK$0.157 per share subject to a vesting scale in four tranches
of 25% each and the achievement of the Company’s
performance target as set out in the note below and these
options will expire on 31 March 2017.

On 27 May 2011, the Company implemented a share
consolidation on the basis that every five issued and unissued
shares of HK$0.1 each in the share capital of the Company
were consolidated into one share of HK$0.5 each. As a result,
the exercise price and the number of outstanding share
options granted under the Share Option Scheme were
adjusted to reflect the effect of the Share Consolidation on 27
May 2011.

For the year ended 31 December 2012, 100,000 share
options were exercised by an employee of the Group. The
weighted average closing price of the shares of the Company
immediately before the dates on which the options were
exercised was approximately HK$1.15. As at 31 December
2012, a total of 50,500,000 share options granted to certain
Directors of the Company and employees of the Group were
outstanding (2011: 56,000,000 share options).

No share options were granted during the year ended 31
December 2012.
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(b)

RERRHE(2)
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B EH]) - fEFHE - AQAEA
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16 BRARBIRIEE

(b) FERRtE(E)
RNEE-_Z——F+-A=+—RI%F
P R R R

16 Share Capital and Share Options (Continued)

(b) Share options (Continued)
Movements of the share options granted under the Share
Option Scheme during the year ended 31 December 2012

were as follows: gk -
Options held Options Options Options
at exercised lapsed held at Exercise
Date of 1 January during the during the 31 December price per
Name Grant 2012 year year 2012  option HK$ Exercise period
R=F—=% R-B——%
—RA—B#HE REEERT REMKZZ +ZA=+-8 SHEREZ
E10 RHBEH ZRERRIE  GEZRERRE MR REZERE  TREES TEE
Directors s
Mr. Zhou Xiangyang BRkEEE 09/01/2009 7,200,000 7,200,000 0.785 01/04/2011-31/03/2017
(appointed on (R=F—=F+=
12 December 2012) B+ -ARER)
Mr. Jiang Deqing ZEELE 09/01/2009 7,200,000 7,200,000 0.785 01/04/2011-31/03/2017
Mr. Lam Ming Yung MEAB L AE 30/07/2007 400,000 400,000 3.900 30/07/2007-29/07/2017
09/01/2009 1,000,000 1,000,000 0.785 01/04/2011-31/03/2017
Ms. Chen Chunhua W& LL 30/07/2007 400,000 400,000 3.900 30/07/2007-29/07/2017
09/01/2009 1,000,000 1,000,000 0.785 01/04/2011-31/03/2017
Mr. Cai Qiwu BHREE 09/01/2009 13,600,000 10,200,000 0.785 01/04/2011-31/03/2017
(resigned on 12 (RZF—=—F+=
December 2012) A= AEE)
Mr. Qu Fei BREE 09/01/2009 4,400,000 3,300,000 0.785 01/04/2011-31/03/2017
(resigned on 12 (R-F——F+—
December 2012) A= ABHE)
Employees (-1
In aggregate A 30/07/2007 700,000 700,000 3.900 30/07/2007-29/07/2017
09/01/2009 20,100,000 (100,000) (900,000) 19,100,000 0.785 01/04/2011-31/03/2017
Total =) 56,000,000 (100,000) (5,400,000) 50,500,000
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16 Share Capital and Share Options (Continued)

(b)

Share options (Continued)

Notes:

The consideration for each of the grants above was HK$1. The
options granted on 9 January 2009 shall be exercisable during the
option period subject to a vesting scale in four tranches of 25% each
and the achievement of the performance target of the net profit
attributable to the owners of the Company of the relevant period as
set out below:

. The first 25% of the options granted to each grantee shall be
exercisable within seven years after 31 March 2010 provided
that the net profit attributable to the owners of the Company
for the financial year ended 31 December 2009 as disclosed
in the final results announcement of the Company is not less
than 100% of the net profit attributable to the owners of the
Company for the financial year ended 31 December 2008
(excluding the results from discontinued business) (“Net Profit
of 2008”);

. The second 25% of the options granted to each grantee shall
be exercisable within six years after 31 March 2011 provided
that the net profit attributable to the owners of the Company
for the financial year ended 31 December 2010 as disclosed
in the final results announcement of the Company is not less
than 150% of the Net Profit of 2008;

. The third 25% of the options granted to each grantee shall be
exercisable within five years after 31 March 2012 provided that
the net profit attributable to the owners of the Company for
the financial year ended 31 December 2011 as disclosed in
the final results announcement of the Company is not less
than 200% of the Net Profit of 2008; and

. The remaining 25% of the options granted to each grantee
shall be exercisable within four years after 31 March 2013
provided that the net profit attributable to the owners of the
Company for the financial year ended 31 December 2012 as
disclosed in the final results announcement of the Company is
not less than 280% of the Net Profit of 2008.

The performance target for the financial year ended 31
December 2009, 2010, 2011 and 2012 had been achieved
All relevant options were exercisable to the Directors and
employees respectively.
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16 Share Capital and Share Options (Continued)

(b)

Share options (Continued)

The fair values of the options granted are determined using
the Binomial Valuation Model. (“the Model”). Key assumptions
of the Model are set out below:

Options granted on 9 January 2009

Risk-free rate: 1.299%
Expected dividend yield: 3%
Expected volatility of the market price of

the Company’s shares: 52.34%
Expected option life: 8.2 years
Options granted on 30 July 2007
Risk-free rate: 4.13%
Expected dividend vyield: 0%
Expected volatility of the market price

of the Company’s shares: 65.38%
Expected option life: 5.23 years

The Model requires the input of subjective assumptions,
including the volatility of share price. As changes in subjective
input assumptions can materially affect the fair value estimate,
in the Directors’ opinion, the Model does not necessarily
provide a reliable single measure of the fair value of share
options.

16 BRARBIRIEE

(b)

BB

ZERERAF

REhEE)

B2 B 2 A AR AR
B (A B - R AR
Az EBEHRBIIMT :

RIEZNF-ANARE ZBARE

BT 1.299%
TEHANR B K - 3%
RNRBRAATIE

TEHRR I8 52.34%
T8 ERRE AR RE EARR 8.24F

RIZZLF A=+ ERE 2 BkE

fEJE P R 4.13%
TEHANR B 0%
RNRBRAATIE

TAHRIR IS 65.38%
TEHARE AR A EARR 5.23%

HIRB B ER RS T B REXD
HRIBRRCEESREFELR
nE - MEFRR  ZREKRBERE
AR EREASECE L -

—E-—EER
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17

Other Reserves

17 HibfEE

Share-  Available-
Statutory  General Enterprise Share based for-sale
Share reserve reserve expansion option luati Merger
Group premium fund fund fund reserve reserve reserve reserve reserve Total
EERE  —REE  LERR LAt % T E
FE£E Ry iE -3 b33 e BRERE  THEE EfifhE ERGE  AOHHE &t
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000 HK$'000  HK$000  HK$000  HK$000
EETT BT A%Tr  E¥Tr A%t B¥Tr EETL  B¥Tr A¥Tr  B%Tr
Note (a) Note (a) Note (a) Note (b) Note (c)
W@ MEe)  MEE Wi (o) W)
Balance at 1 January 2011 R-F-—F—-R—-B%&H 3,522,431 2,851 104,329 95,176 23,688 - - 59,147 (3,223,623) 583,999
Employee share option scheme EERRE:TE
— value of services provided — FiRERS 2 BE

(note 25(a)) (Hiz¥25(a) - - - - 3,136 - - - - 3,136
— options lapsed — BRMEERE

(note 25(a)) (Hizto5(a) - - - - (637) - - - - (637)
— proceeds from shares issued — RO BEIHREHE 998 - - - - - - - - 998
— share issuance expenses — RIABITRAX (34) - - - - - - - - (34)
Change in value of available-for-sale AfHESREE

financial assets EEZY - - - - - - 4,694 - - 4,694
Currency translation differences ERELEE - - - - - - — 104,459 — 104,459
Consideration paid for merger of a AHAREHTZ

subsidiary under common control HBARBAKE - - - - - - - - (88,694)  (88,694)
Deemed contribution from ultimate BEERAR

holding company arising from its B SRR

acquisition of non-controlling ERFTEE

interests HRIFER - - - - - - - - 54,304 54,304
Transfer to statutory reserve HREETERE - 302 18,797 18,797 - - - - - 37,896
Balance at 31 December R-F——%

2011 +-A=+—-B%8& 3,523,395 3,153 123,126 113,973 26,187 - 4,694 163,606 (3,258,013) 700,121
Balance at 1 January 2012 R-F-—F-A—-BE 3,523,395 3,153 123,126 113,973 26,187 - 4,694 163,606 (3,258,013) 700,121
Contribution by owners relating to share- & ##A AR BERES

based payment (note(b)) HER (M) - - - - - 19,423 - - - 19,423
Employee share option scheme EERRE:TE -

— value of services provided — FiREERE 2 BE

(note 25(a)) (Fi#F25() - - - - 959 - - - - 959
— options lapsed — BRUHERE

(note 25(a) (Hi5E25(a) - - - - (1,514) - - - - (1,514)
— proceeds from shares issued — RABITFAEIA 25 - - - - - - - - 25
— share issuance expenses — BRBIAX 3) - - - - - - - - )
Change in value of avallable-for-sale AfHESREE

financial assets EEZY - - - - - - 5,518 - - 5,518
Currency translation differences ERERER - - - - - - - 1,141 - 1,141
Transfer to statutory reserve BREETHE - 2,088 22,706 22,706 - - - - - 47,500
Balance at 31 December R-B-=fF

2012 +ZA=t+—-B%8 3,523,417 5241 145832 136,679 25,632 19,423 10,212 164,747 (3,258,013) 773,170
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17 Other Reserves (Continued) 17 HibfEE (2
Share Other
Share option Exchange reserve Retained
Company premium reserve reserve Total earnings Total
Hitb i
AT R E(E  EERRAEREE BE R i it REEF ast

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
BETT BT BT BT BT BT

Balance at 1 January N-F——&

2011 —RB—B4&6s 3,622,431 23,688 247,966 3,794,085 124,940 3,919,025
Profit for the year FEAE — - — — 109,316 109,316
Employee share option scheme &2 8 MiExt2]

— value of services provided — — FTIZHERISZEE
(note 25(a)) (Ff3E25(a)) - 3,136 - 3,136 — 3,136
— options lapsed — BARMKAIIERRE

(note 25(a)) (FIzE25(a)) — (637) — (637) — (637)

— proceeds from shares — RNBITATE

issued A 998 - - 998 - 998
— share issuance expenses — BHBTHAX (34) - - (34) - (34)
Dividend relating to 2010 —ET-TFERE — — - — (112,725) (112,725)
Currency translation differences EHIER =& — — 264,144 264,144 - 264,144

Balances at 31 December N-—¥——%+=A

2011 =t+—B4%6 3,523,395 26,187 512,110 4,061,692 121,531 4,183,223
Balance at 1 January N-T—=%F

2012 — B —B46s 3,523,395 26,187 512,110 4,061,692 121,531 4,183,223
Profit for the year FEFHE - - - - 152,496 152,496

Employee share option scheme &8 %12
— value of services provided — — FrIZHEARISZBIE

(note 25(a)) (FfE25(a)) - 959 - 959 - 959
— options lapsed — BRMKA R
(note 25(a)) (Ff7E25(a)) = (1,514) - (1,514) - (1,514)
— proceeds from shares — BnETT
issued FriS A 25 - - 25 - 25
— share issuance expenses — BRDEITRX (&) - = () = ()
Dividend relating to 2011 —ZE——FERE - - - - (112,865) (112,865)
Currency translation differences EHER =8 - - (1,246) (1,246) - (1,246)

Balances at 31 December n-—T——%+=-AH
2012 =+—B4&6s 3,523,417 25,632 510,864 4,059,913 161,162 4,221,075
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17 Other Reserves (Continued)

@)

The Company’s PRC subsidiaries are required to follow the
laws and regulations of the PRC and their articles of
association. These subsidiaries are required to provide for
certain statutory funds, namely, general reserve fund and
enterprise expansion fund, which are appropriated from net
profit after taxation but before dividend distribution based on
the local statutory accounts prepared in accordance with
accounting principles and relevant financial regulations
applicable to enterprises established in the PRC. These PRC
subsidiaries are required to allocate at least 10% of its net
profit to the reserve fund until the balance of such fund has
reached 50% of its registered capital. Such appropriations are
determined at the discretion of the directors. The general
reserve fund can only be used, upon approval by the relevant
authority, to offset accumulated deficit or increase capital.

Midea, the intermediate holding company of the Company,
implemented an incentive share plan for core management
staff of Midea and its major subsidiaries during the year ended
31 December 2012, under which Foshan Shunde Midea
Investment Holding Co., Ltd (“Shunde Midea”), the controlling
shareholder of Midea, transferred its equity interest in Ningbo
Meicheng Equity Investment Partnership (“Ningbo Meicheng”)
to the participants to the said incentive share plan. Ningbo
Meicheng holds an aggregate interest of 3% (representing 30
million shares) in the share capital of Midea. Further to the
arrangement of the incentive share plan, Shunde Midea
transferred 3% of its equity interest in Ningbo Meicheng to
two executive Directors of the Company, namely, Mr Zhou
Xiangyang and Mr. Jiang Deging on 22 November 2012.

Welling Holding Limited Annual Report 2012
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FEMBHRRME

17 Other Reserves (Continued)

(0)

(Continued)

Since the Company has no obligation to settle the above
share-based payment transaction granted by Shunde Midea,
the difference between the fair value of the shares transferred
and the cash consideration paid for such shares amounting to
HK$19,423,000 was treated as an equity-settled share-based
payment. Award of the said shares were vested immediately
and this share-based payment were recognised as expenses
in the Group’s consolidated income statement. The Group
accounted for the shares granted to its Directors as a
contribution from its ultimate holding company and credited it
to share-based payment reserve. The fair value of the shares
transferred as estimated by management using market
approach by referencing the market capitalisation and Price/
Earnings multiple for the listed and unlisted subsidiaries
controlled by Midea respectively.

Merger reserve represents the difference between the
consideration paid for the acquisition under common control,
and the aggregate nominal value of share capital/paid-up
capital of the subsidiaries comprising the Group contributed
by the owners of the Company.

18 Borrowings

17 Hith

(b)

18 &

fittm (&

(&)
HRARBEE T FIBEERNE L L
ARG AEME NS - S EE
EROHARBERENEEROES
RIB 2 Z5875119,423,00070 B AR A
N E AR RERO T o bt
BRHORMHERRSRE - AR AE
MO NN AEEGRE RERNERE
Fi% - "REBERRTFTHESNROAL
BESERATWER B ERIAR - WEEA
LARRAD AEBER) (S8 - BEER D
WARBEREEENGETFATSE
BLBE - WRREMNDBIESIFN LT
RIEETHEB AR MERETZET LA
ETE o

B R EIEE R TR A 2R
BERANBEGNIAREEKENE
NI C V- VY ATt kS
e

Group
FEE
2012 2011
—F—-F —E——%F
HK$’000 HK$'000
BT IT BT T
Non-current FEENHA
Long-term bank borrowings, unsecured RERITIER — A 129,188 94,395
Current BNEA
Short-term bank borrowings, unsecured REIRTTER — EIKE 306,714 239,121
435,902 333,516
REZRERAT —T-—FEH
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AV HRRME

18 Borrowings (Continued) 18 B (Z&
At 31 December 2012, the Group’s bank borrowings were repayable RZE——F+_A=+—H  AEBRT
as follows: BRZERBERNAT ¢
Group
XEE
2012 2011
—F--F —E——%F
HK$’000 HK$'000
BETT BT T
Within one year —FNR 306,714 239,121
1to 2 years —EMF 86,125 94,395
2to 3 years ME=F 43,063 —
435,902 333,516
The exposure of the Group’s borrowings to interest rate changes AEBZEBERARFNEREHRBEENE
and the contractual repricing dates are as follows: FEBAHAT
Group
£ 1)
2012 2011
k. et —T——%F
HK$’000 HK$'000
BETT BT T
Borrowings with fixed rate subject to repricing date ~ EAMER 2 EFTEEAE ¢
as:
6 months or less NEAEAT 49,328 12,335
6 months to 1 year NERE—F - 49,340
Over 1 year —FHE - 74,010
49,328 135,685
Borrowings with floating rate as: FEBR
6 months or less NEETSN 214,323 97,627
6 months to 1 year NERE—F 43,063 79,819
Over 1 year —FPAE 129,188 20,385
386,574 197,831
435,902 333,516
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18 Borrowings (Continued) 18 (&

The effective interest rates of the above floating rate borrowings at RS RETAER - FUZBERCERF
the end of the reporting period were 2.42% per annum (2011: 2.39% FIEB2.42% (ZF——F : FF|E2.39%) °
per annum).

Leasehold land and land use rights with net book value of BREFEBEE 44,937,000 TC(=ZZE——F : B
HK$44,937,000 (2011: HK$46,102,000) and property, plant and # 46,102,000 7T ) 2 TH & - I 4= {5 FR 4% -
equipment with net book value of HK$53,126,000 (2011: AN BRTEFE B 16 53,126,000 L ( ZF——
HK$43,253,000) have been pledged as security for the Group’s 1 B 43,253,000 70) 2 W% - B REEE
banking facilities (notes 6 and 7). EERAEBRITREZER (M6 RT)

The carrying amount of bank borrowings approximate their fair value, HREBIRTEAR  RTERZEmMESRRE
as the impact of discounting is not significant. NRERE °
The carrying amounts of the borrowings are denominated in the BRZEEmENNTIEESE -
following currencies.
Group
£ 1
2012 2011
—BT—=F —T——%
HK$°000 HK$'000
it b BT
RMB AR 49,328 140,619
HK$ B - 60,000
Uusb =TT 293,015 132,897
EUR =/ 93,559 -
435,902 333,516
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19 Deferred Government Grant 19 RIEBUFFHIAL
Group
AEE
HK$'000
BT T
At 1 January 2011 WZZ——%—H—H -
Government grant relating to purchase of leasehold land BEHELTHR
and land use rights 3t fsE FRAE 2 BRI R A 23,620
Credit to income statement ARG TR (465)
Exchange difference R ERE 127
At 31 December 2011 R-ZB——F+-A=+—H 23,282
At 1 January 2012 R-_Z——F—HF—H 23,282
Credit to income statement AR (473)
Exchange difference PEH =% (7)
At 31 December 2012 R-ZB——F+-A=+—H 22,802
The amount represented subsidy granted by local government R-Z-——FHE@EETEE BT
authority in the PRC relating to acquisition of leasehold land and land BB E + i & T 5 PR RE SR (4 2 # B
use rights amounted to RMB19,260,000 (HK$23,757,000) in 2011. ©%8 5 AR 19,260,000 7t (8 23,757,000
TT) e
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20 Trade and Other Payables 20 B REMEMNTR
Group Company
AEHE AT
2012 2011 2012 2011
—FT--F —E——F IZT-=ZHE =—T——F

HK$°000 HK$'000 HK$’000 HK$'000
AR AT BEETRT BETIT

Trade payables (note (a)) E S IEN (M3t @E) 1,163,759 1,201,394 - —
Notes payable (notes (a), (b)) FER 1 (M7 (a),(0) 1,409,466 1,407,935 - —

2,573,225 2,609,329 - —

Provision for staff welfare and bonus 8 T1&F) M ICAT B 153,699 145,087 — —

Accruals JEIRE R 30,713 41,682 2,285 2,591

Advances from customers TR E FERIR 4,025 12,584 = —

Other payables H A TR 213,777 202,821 - -

Others Hth 1,048 550 - -

2,976,487 3,012,053 2,285 2,591

(@  The ageing analysis of the trade payables and notes payable @ AEBEZBIHENRRENSEEZRER
of the Group was as follows: DT

Group
FEE

2012 2011

—g-CfF —T——fF

HK$’000 HK$’000

BETT BT

Within 3 months ={EALR 1,488,073 1,540,416

3 to 6 months =z=XEA 1,027,804 1,051,116

Over 6 months NMEAL E 57,348 17,797

2,573,225 2,609,329

The balance represents non-interest bearing bank acceptance BREHRARBE LT BIRITHERL

notes issued by the Group with maturity periods of less than 5 - DEERIRAER - RZT—

six months. As at 31 December 2012, certain notes payable ZFFTZA=1+—H  BTEMNFENR

were pledged by bank deposits of approximately RITIF AT 139,698,000 L (= F

HK$139,598,000 (2011: HK$192,887,000) (note 14). ——4F : A% 192,887,000 7T ) fE R

HHIFE14) -
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21 Derivative Financial Instruments 21 fTALSFTHE
Group
AEH
2012 2011
—E——%f —E——F

Assets Liabilities Assets Liabilities

&E BfE BE =L

HK$’000 HK$’000 HK$’000 HK$'000

BETT BETT R T BEET T

Commodity futures contracts (a) EmEEA Y@ 8,214 59 1,682 240

Foreign exchange forward contracts (b) ~ #ME R #14 %9(b) 6,783 8,854 15,110 —

14,997 8,913 16,792 240

(@  The Group has entered into various copper and aluminum @ AEEEFVZHERAMPEEL - E

futures contracts to manage the fluctuation of copper and
aluminum price which did not meet the criteria for hedge
accounting. Changes in the fair value of the non-hedging
copper and aluminum futures contracts amounting to
approximately HK$24,042,000 (note 23) were credited to the
consolidated income statement during the year (2011:
HK$3,181,000).

The notional principal amounts of outstanding commodity
futures contract as at 31 December 2012 were
HK$220,222,000 (2011: HK$174,706,000).

The Group has entered into various foreign exchange forward
contracts to manage the fluctuation of foreign currencies
which did not meet the criteria for hedge accounting. Changes
in the fair value of non-hedging foreign exchange forward
contracts amounting to approximately HK$20,124,000 (note
23), were credited to the consolidated income statement
during the year (2011: HK$22,391,000).

The notional principal amounts of the outstanding forward
foreign exchange contracts as at 31 December 2012 were
HK$1,129,844,000 (2011: HK$1,095,902,000).

The maximum exposure to credit risk at the reporting date is the fair

value of the derivative assets in the consolidated statement of

financial position.
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ABIR IR RRERE) - BRHFEER
VESREETIRIE o FEEE 2 87 R 85 51
BEEH 2 A EEEAE% 24,042,000
7T (M 23) - REREIALGRERER
(Z=——1F : ##3,181,0007T) °

R-ZT——F+-_A=+—RAITREE
AmBEENCERACSERABE
220,222,000 t( =& ——4%F : B
174,706,0007T) °

REEBRI Y ZEINERBEL - F
EWINE RS - BRFEERIELE e
FTERIE o JEEEIR ZANERAIE N2 A
e EREN X BN 20,124,000 7T (F5E
23) RERFABRERER(ZT—
—F : ##22,391,0007T) °

R-T——F+_A=+—RHIKEE
INERIIANZBERSSEAREE
1,129,844,000 T(=F——4F : B
1,095,902,0007T) °

RiE B2 RREERBRBITEEENER
BHMBIRRKRZARE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

22

Deferred Income Tax — Group 22
Deferred income tax is calculated in full on temporary differences

under the liability method using taxation rates applicable to the
companies comprising the Group.

The analysis of deferred income tax assets and deferred income tax
liabilities is as follows:

BEREH — FKE
ST A BB R B AR B 2 R A K
R AREAZBEEMEH -

RIEFFEHEERBREMSEHRAEZ NN
T

Group
XEE
2012 2011
—F—-F —E——%F
HK$’000 HK$'000
BT IT BT T
Deferred income tax liabilities: FEIEFTSFIAE -
— Deferred income tax liabilities to be released after — H+ — {8 A LA F##% 2
more than 12 months EREFTSTBE 67,761 47,823
— Deferred income tax liabilities to be released within — >+ —1{E A RRER 2
12 months BIEFSHAE 26,641 25,726
94,402 73,549
Deferred income tax assets: FEEFTSTEE -
— Deferred income tax assets to be recovered within — 7+ —{E AUk @ >
12 months FEEFTSTHEE 39,567 38,853

REZRERAT —F-—FFH

163



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

22 Deferred Income Tax — Group (Continued) 22 REFTEH — AEE(E)

The movement in deferred income tax assets and liabilities during RIEEZEEHBRAMBEEE R NIEEER
the year, without taking into consideration the offsetting of balances Al BEFESHEERBEREAZ 80N
within the same tax jurisdiction, is as follows: ™~
Deferred income tax liabilities: BEFBRHEARE :
Undistributed
profits of
PRC Fair value Revaluation
subsidiaries gain of assets Total
hEMBAT
ZRDRFE A EE EHEE ast

HK$'000  HK$'000 HK$'000  HK$'000
BRI AT BRI A%TR

At 1 January 2011 RZE——F— 46,893 3,880 — 50,773
Charged/(credited) to consolidated F4RA SR A ?
income statement 4GOS 27,436 (1,521) (189) 25,726
Payment of withholding tax BTEIE (13,613) - - (13,613)
Acquisition of a subsidiary g1 b= NG - - 7,714 7,714
Exchange differences ERER 2,749 160 40 2,949
At 31 December 2011 RZT——%F
'f' —A=+—H= 63,465 2,519 7,565 73,549
Charged/(credited) to consolidated Ela & AR
income statement / (GPN) 27,682 (268) (773) 26,641
Payment of withholding tax S TESORE (5,838) - - (5,838)
Exchange differences EHER 56 2 4) 50
At 31 December 2012 NZT——%F
+-A=+—~H 85,365 2,249 6,788 94,402
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FEMBHRRME

22 Deferred Income Tax — Group (Continued) 22 REFTEH — AEE(E)
Deferred income tax assets: IEEFRHEE -

Deferred
Impairment Fair value Unpaid government

losses losses accruals grant Total
AftE  KeEHER IBIEBIRF
B{ERESE E518 EH HRG &t

HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
BT AB¥TT AB¥Trn BT AB¥TT

At 1 January RZZT——%F

2011 —HA—H 6,446 - 25,808 - 32,254
Credited/(charged) to REFE RN

consolidated income A (HBR)

statement 2,976 35 (3,815) 5,700 4,896
Exchange differences ERER 382 1 1,199 121 1,703
At 31 December RZT——F+=

2011 A=+—H 9,804 36 23,192 5,821 38,853
Credited/(charged) to NREWERA

consolidated income A (HBR)

statement (2,925) 1,207 1,378 o71 721
Exchange differences EHER (12) 5 (1) 1 (7)
At 31 December E/\\\Zg—ii‘i’:

2012 A=+— 6,867 1,338 24,569 6,793 39,567
Deferred income tax assets are recognised for tax loss carry- i A B RERTIN HZREEHIERS
forwards to the extent that the realisation of the related tax benefit W TERREREMEHEEAGETIEE
through future taxable profits is probable. The Group did not 18 o REEGEBE116,000T( =T ——4 :
recognise deferred income tax assets of HK$29,000 (2011: P 2,590,000 7T ) &5 18 7 45 85 1 55 JIE AR A U
HK$648,000) in respect of losses amounting to HK$116,000 (2011: A MR EERB 29,000 (= FE——F ¢
HK$2,590,000) that can be carried forward against future taxable B 648,000 7T) BIEIEFIISTHEE - Z5H
income. Such losses will expire in 2016. EREIR AT —RF o
Deferred income tax liabilities have been recognised for the R FTAE T B A B R EE BT RSN R TE N
withholding tax and other taxes that would be payable on the BREMPIEEERRLEMEHARE

unremitted earnings of all subsidiaries.
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AV HRRME

23 Other Gains — Net 23 Hiblgis — FEH
2012 2011
—T—=F %
HK$°000 HK$'000
BT BT
Government grants (i) B RN () 15,952 9,802
Derivative financial instruments: PTESMIA :
— fair value gain on commodity futures contracts not — A BAGIEL hEHEIE 2
qualified for hedge accounting AmEBEEN A ERE
(note 21(a)) (FzE21(a)) 24,042 3,181
— fair value gain on foreign exchange forward — TRABRIEL hERIE Y
contracts not qualified for hedge accounting SNERHIA KA o EIRE
(note 21(b)) (Bt3E21(0)) 20,124 22,391
Dividend income from available-for-sale financial A& REED
assets A% B UL A 2,552 —
Exchange gain/(loss) 0 5 Was(s18) 7,065 (24,309)
Loss on disposals of property, plant and equipment &% - iR K& #EE (5,485) (4,569)
Penalty income HIENON 5,726 6,534
Others Hth 1,572 1,779
71,548 14,809
() The amount represents the subsidy granted by and received () BASTIBINER B E H BT RS R ES
from local government authorities in the PRC for encouragement Eh i DR 2 HERL R T -

of export and tax rebate.
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FEMBHRRME

24 Expenses by Nature 24 RUEHPEZHEX
Expenses included in cost of goods sold, selling and marketing BEEHEE MK - HE RTiGHERA
costs and administrative expenses are analysed as follows: MITBASZ MR STET
2012 2011
=25 —E——F
HK$’000 HK$’000
BETT BT
Cost of inventories recognised as expense (note 12) R AL 2 FERA(MzE12) 5,624,032 7,254,782
Employee benefit expenses (note 25(a)) BB RFIFZ (H725() 828,425 796,209
Depreciation (note 7) e (MET) 135,676 105,989
Amortisation of leasehold land and land use rights FE S+ b P AR 5
(note 6) (FfF7E6) 4,542 3,660
Amortisation of intangible assets (note 8) A ERE(MES) 3,083 757
(Reversal of)/provision for impairment of trade and B 5 MEMERTORE(BE),”
other receivables-net (note 13(c)) Bt — FBm(MEE13() (3,209) 16,394
Reversal of impairment of inventories — net FERERR — F58
(note 12) (MFzE12) (7,671) (4,935)
Operating leases rental for land and buildings T REFEEHERS 13,032 16,323
Auditors’ remuneration % EREM BN & 3,431 3,800
Research and development costs 3T M A A 8,507 14,140
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AV HRRME

25 ESEAFEX

25 Employee Benefit Expenses

(a) (a)
2012 2011
—B—-fF —E——%F
HK$’000 HK$’000
BT BT T
Wages and salaries TERH® 653,007 656,095
Pension costs (i) RIRERAR() 42,599 33,964
Medical benefits BEER 20,106 17,653
Share option scheme - value of services B — FTRERBE ZEE
provided (note 17) (Fif=E17) 959 3,136
Share option scheme - options lapsed BBRIERT 8 — BRI
(note 17) (B=E17) (1,514) (637)
Share-based payment granted by the ultimate  SAR% A% 2 A% H AR A 2
holding company (note 17 (o)) A (EE17(0) 19,423 —
Other allowances and benefits Hb2Bh R EF) 93,845 85,998
828,425 796,209

The Group has arranged for its Hong Kong employees
to join the MPF Scheme. Under the MPF Scheme, each
of the Group companies (the employer) and its
employees make monthly contributions to the scheme
at 5% of the employees’ earnings as defined under the
Mandatory Provident Fund Legislation. The
contributions from each of the employers and
employees are subject to a cap of HK$1,250 per month
(HK$1,000 on or before 31 May 2012) and thereafter
contributions are voluntary.

The Company’s subsidiaries established in the PRC
participate in the local retirement schemes of the PRC.
Pursuant to the relevant regulations, the Group is
currently required to make a monthly contribution
equivalent to 15% to 28% of the monthly salaries in
respect of its full-time and temporary employees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FEMBHRRME

25 Employee Benefit Expenses (Continued) 25 EESEFMEXZ(E
(b) Directors’ and senior managements’ (b) EERSHREEASHE
emoluments
The remuneration of the Directors for the year ended 31 EERHE T —F+-_A=+—H
December 2012 is set out below: WFEEZMESEHT -
Employer’s
contribution
Discretionary Other to pension
Name of Director Fees Salary bonuses benefits (i) scheme Total
BREstEIZ
EEna ik i BTl HARER) BEHR &t
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

EBTR ERTR EETR EBTR EETR ESTR

Executive Directors BITESE

Mr. Zhou Xiangyang (i) & Bz 5t 4 (i) - 617 2,409 11,402 8 14,436
Mr. Jiang Deqing ZEEEE - 494 2,082 9,244 8 11,828
Mr. Lu Xiaoji (ii) 2 B 2 A (i) - 367 870 - 8 1,245
Mr. Li Yang (i) 215 5 A (i) - 394 870 - 8 1,272
Ms. Yuan Liqun RAEz L - - - - - -
Mr. Li Feide (i) AR S A (i) - - - - - -
Mr. Cai Qiwu (iv) BHER KAV - 859 3,011 1,157 5 5,032
Mr. Qu Fei (iv) BRI (iv) - 335 482 374 5 1,196
Mr. Chen Jianhong (v) PRI AT 554 (v) - 336 1,108 - 5 1,449
Mr. Li Jianwei (iv) TR S (V) - - - - - -
Mr. Zheng Weikang (iv)  EMEFE L4 (v) - 240 - - = 240
Independent non- BILHERIT
executive Directors )
Mr. Tan Jinsong EYIN A 180 - - - - 180
Mr. Lam Ming Yung MEAB A 180 - - 85 - 265
Ms. Chen Chunhua BREEZ LT 180 - - 85 - 265
540 3,642 10,832 22,347 47 37,408
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AV HRRME

25 Employee Benefit Expenses (Continued) 25 EESEFHEXZ(E
(b) Directors’ and senior managements’ (b) EBERSREBASM2(E)
emoluments (Continued)
The remuneration of the directors for the year ended 31 EEREBE_T——F+=-A=1+—H
December 2011 is set out below: IEFEZMEHTIMT
Employer’s
contribution
Discretionary Other to pension
Name of Director Fees Salary bonuses benefits (i) scheme Total
RSz
ez ik e BEIEAL  EMaFl() EBEHE-ZR At
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000 HK$’000

BETT BT T BETT BT BETT BT

Executive Directors BITES

Mr. Cai Qiwu (iv) EHH A (iv) - 1,272 2,416 1,150 6 4,844

Mr. Jiang Deding e - 495 1,209 609 6 2,319

Mr. Qu Fei (iv) I (V) — 404 869 372 6 1,651

Mr. Chen Jianhong (v) BREZAT R4 (v) — 435 841 — 6 1,282

Ms. Yuan Ligun RFE 2+ — — — — — —

Mr. Li Jianwei (iv) REELE(v) — — — — — —

Mr. Zheng Weikang (iv)  EMZ L4 (v) - 60 - - — 60

Mr. Gao Fazhong (vi) EREE 0 5 A (vi) — 7 — 423 1 431

Independent non- BILIERIT

executive Directors E=

Mr. Tan Jinsong ENEAE 180 — — — — 180

Mr. Lam Ming Yung MEAE 4 180 — — 85 - 265

Ms. Chen Chunhua BR&EE 2T 180 - — 85 — 265

540 2,673 5,335 2,724 25 11,297

(i) Other benefits include leave pay, share options and share- (i) HiEMeBma#H Ry - BRERAR
based payment granted by the ultimate holding company of A B AR A B AR 19 2 A4 32 (a0 gz
the Company as disclosed in note 16(b) and note 17(b) to the BT M 16(0) KR HIFE17(0) PRI
consolidated financial statement. )

(ii) Mr. Zhou Xiangyang, Mr. Lu Xiaoji and Mr. Li Yang were (i) ARfGEE - BRESERTIHEER
senior management of the Group and appointed as executive AERENSREER  RZF-ZF+
Directors of the Company on 12 December 2012. AT - AEZEREARRMITES

(il Mr. Li Feide was appointed as an executive Director of the (ii) FREREN_FT-——Ft+-A+=H
Company on 12 December 2012. BEZAARNARNITES -

(v  Mr. Cai Qiwu, Mr. Qu Fei, Mr. Li Jianwei and Mr. Zheng (v)  BRERLLE BREE REEEER
Weikang resigned as executive Director of the Company on 12 WEREEEN-_F-——F+-A+=H
December 2012. BEARAIITES -
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FEMBHRRME

25 Employee Benefit Expenses (Continued)

25 EERFIFEZ(E

(b) Directors’ and senior managements’ (b) EBERSREBASM2(E)
emoluments (Continued)

) Mr. Chen Jianhong was appointed as an executive Director of v) R EEN T —F=F+HAE
the Company on 15 March 2012 and resigned on 12 REARRNBTNITES IR _T—=
December 2012. FE+-A+-HEHE -

(Vi) Mr. Gao Fazhong resigned as an executive Director of the (Vi) HEBLER_FT-_F=ATHAR
Company on 15 March 2012, EARAEITES -

The remuneration of the key management for the year ended BE-_T—fFFt-A=t—"HLFE

31 December 2012 is set out below: MEBREEEMESIIWT -

The Group

AEHE
2012 2011
—F--F —T——%F
HK$’000 HK$’000
BT BT T
Salaries and other employee benefits FeREMEERT 22,782 13,149
Share-based payments granted by the ultimate 7N/ RIFRAIEIL A 5% H ARZ 1S
holding company of the Company BERHI 19,423 —
Share options granted by the Company RN EE B R AR 712 1,868
42,917 15,017
(c) Five highest paid individuals (c) ABREIHFMAL

AEEEERIEESFMALTEE=
BH(CE——F: =ZR)E=F - HfigC
R EXOH - KREERNBTMA
(ZF—F  MB)ALZHEWT

The five individuals whose emoluments were the highest in the
Group for the year which include three Directors (2011: three)
whose emoluments are disclosed in the analysis presented
above. The emoluments paid to the remaining two (2011: two)
individuals during the year are as follows:

2012 2011
—T—=F %
HK$’000 HK$'000
BT BT T
Basic salaries, housing allowances, EXH© BEER - BRE -
share options, other allowances and HAZR R EYF %
benefits in kind 3,320 5,314
Contribution to pension schemes RIREBFHEIHR 74 61
3,394 5,375
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AV HRRME

25 Employee Benefit Expenses (Continued) 25 ESEMEZE)
(c) Five highest paid individuals (Continued) (c) BRammFMALE)
The emoluments fell within the following bands: B BATAR 2 ABIAT
Emolument bands Number of individuals
EN4A 7 A&
2012 2011
—F-=F —E——5F
HK$1,000,000 — 751,000,000 —
HK$2,000,000 7 #2,000,0007T 2 1
HK$2,000,001 — 7B #2,000,0017C —
HK$4,000,000 7B #4,000,0007T - 1
26 Finance Costs — Net 26 FERE — FH
2012 2011
—E—_F —E——%F
HK$’000 HK$’000
BT BT T
Interest expense FEMZ (15,046) (49,370)
Exchange loss b 5 518 (16,777) (12,219)
Finance cost REKAR (31,823) (61,589)
Finance income — interest income BEA — RITFERZ
on bank deposit FBUA 6,192 10,047
Net finance costs BB A FEE (25,631) (51,542)
27 Income Tax Expense 27 FiRBiX
() Macao and British Virgin Islands profits tax (i) BFREBELZBRENEHR
The Group has not been subject to any taxation in these AEEREBE-ZT——F+=-HA=+—
jurisdictions for the year ended 31 December 2012 (2011: Nil). HIEFEDAES ML EREEEREMET

MRE(ZF——%F &) -

(i) Hong Kong profits tax (i) FEFEH
No Hong Kong profits tax has been provided as the Group AR A EEREEZS——F+=A=
did not have any assessable profit in Hong Kong for the year T—HIEFEWEERERIERTA
ended 31 December 2012 (2011: Nil). F(ZZT——F : |&) AT EIELHS

ARSI -
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FEMBHRRME

27

Income Tax Expense (Continued)

(iii)

27 FieBiRx (&

PRC Corporate Income Tax (iii) SEILZERMFEH
Group companies registered in the PRC are subject to PRC AEEEF EFMME A RZAS T B
Corporate Income Tax (“CIT”). According to the new CIT (AR ITEEMSHR] - RIERZZ
effective from 1 January 2008, all PRC enterprises are subject TNF—A—BHBERFP IR
to a standard enterprise income tax rate of 25%, except for B BREZFBRU IS ER
enterprises under specific preferential policies and provisions BRERBFTEI - FTEFRER BEZN
are discussed as follows. 25%IRMEFEFTISHLE o
Welling Washer has been eligible to high technology BESGA T ——FE2 T —=FH
enterprises CIT incentive starting from year 2011 to year FELEMSHERIEETBSIEH
2013. The applicable preferential tax rate of high technology EBERER HEZT——-F+=A
enterprises is 15% for the year ended 31 December 2012 =+—HIEFE ot ETA
(2011: 15%). BEHEAE15% (ZT——F 1 15%) °
GD Welling and Wuhu Welling have been eligible to high ERAESEEARER ST N\FE
technology enterprises CIT incentive starting from year 2008 T — = FRMFEDEMSH SRR T
to year 2013. The applicable preferential tax rate of high BREHBHROEBREE HEZT—
technology enterprises is 15% for the year ended 31 “FE+-A=ZF+—HIFE  2FER
December 2012 (2011: 15%). EZAREERER15% (ZF——
F 1 15%) ©
Huaian Welling has been eligible to high technology ELBER T —EFET—FH
enterprises CIT incentive starting from year 2010 to year FEPEMGHREEET B R
2012. The applicable preferential tax rate of high technology PEBRNER BE-_ZT——F+=A4
enterprises is 15% for the year ended 31 December 2012 =+—HLEFE  soEcEZTA
(2011: 15%). BEMERIE% (ZT——F : 156%) °
2012 2011
—g-C-F —T——%
HK$’000 HK$’000
BT BT T
Current tax BNEATHIE
— PRC corporate income tax — FEIREMEH 121,750 123,301
— Adjustments in respect of prior years — RBAFEELAE - (1,000)
— Tax paid for transfer of share — BEEES M TIE - 3,335
121,750 125,636
Deferred income tax RIS A 25,920 20,494
Income tax expense FriSifsz 147,670 146,130
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AV HRRME

27 Income Tax Expense (Continueq) 27 FhiSHiBEXZ (&
(i) PRC Corporate Income Tax (Continued) (i) PEALEFREHRZ)

AEEMBEHA B HRERAERE
MEER 2 B R et H 2 1B

The tax on the Group’s profit before tax differs from the
theoretical amount that would arise using the weighted

174

average tax rate applicable to profits of the entities as follows: B2 Z820T
2012 2011
—B—-fF —E——%F
HK$’000 HK$’000
EETT BT
Profit before income tax Fr 5% A Al 786,036 755,851
Calculated at the PRC statutory tax rate of RHBEDEEB R25%TE
25% (2011: 25%) (ZF——F : 25%) 196,509 188,963
Effect of difference in applicable EARERER R
tax rates (64,391) (56,032)
Withholding tax on attributable profit FEASFEEIE 27,682 27,436
Income not subject to tax BEZRBLZ WA (15,359) (14,131)
Expenses not deductible for taxation purposes A 1%t 2 2 4,135 5,376
Tax loss not recognised as deferred income  KIERBELEMSHEEEZ
tax assets MIBEE 29 648
Utilisation of previously unrecognised tax BT ARER
losses HIEEE (935) (1,000)
Income tax expense Frisfim > 147,670 151,260
Representing HER
Income tax expenses from continuing BELEER 2
operations FrisfifF 147,670 146,130
Income tax expenses from discontinued BRI ERR
operations P Btz - 5,130
147,670 151,260
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FEMBHRRME

27

28

29

Income Tax Expense (Continued)

(i) PRC Corporate Income Tax (Continued)
PRC corporate income tax is provided for at 25% (2011: 25%)
of the profits for the PRC statutory financial reporting purpose,
adjusted for those items, which are not assessable or
deductible for the PRC corporate income tax purpose.

Profits tax for other locations has not been provided as the
Group did not have any assessable profits in those locations.

Profit Attributable to Owners of the
Company

The profit attributable to owners of the Company is dealt with in the
financial statements of the Company to the extent of approximately
HK$152,496,000 (2011: HK$109,316,000).

Earnings Per Share

The weighted average number of ordinary shares for the purposes of
calculating basic and diluted earnings per share for the year ended
31 December 2011 has been retrospectively adjusted for the effect
of Share Consolidation completed on 27 May 2011 (note 16(a) (i)).

27

28

29

FriaBip (&

(i) PEIEZEFREHE)
B ZEFTSH iR BA T IS 2]
MEz25% (=T ——%F : 25%)
& WEHTASRECEMERAR
AR ZEEAEL AL T
B o

PR A 252 B A Lt b B IF JER A AT FEER B
FE - B AR S 1R 2 RIS
B -

FAEHE AEIEFIE

FETARR B BIRE 2 AN A EHEE AELF
BH BB 152,496,000 L( =T ——F :
#109,316,0007T) °

Tz R

A ERE—F——F+-A=+—AL
FESRERRBERN 2 EBRMETFY
BEENAE  URBA T —FHA-
HEARRREG A G HBE (HET166) () ©

REZRAERAT —B——F45R
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AV HRRME

29 Earnings Per Share (Continued)

(a)

176

Basic

Basic earnings per share are calculated by dividing the profit
for the year by the weighted average number of ordinary

shares in issue during the year.

29 wixEF(E

(@) E&X
FREREFTIEFEEFERAFAL
BTE AR 2 INETFIIEGETE -

N—

2012 2011
—¥--F F—F
Continuing operations B EET
Profit for the year from continuing operations 7ZxA T A A JEH B KL 75

attributable to the owners of the Company  FEFECGEETT)

(HK$’'000) 640,256 594,980
Weighted average number of ordinary shares Htat2 &I EA ZF 2 38 AN

for the purposes of basic earnings per share 9 E(THL)

('000 shares) 2,821,614 2,818,891
Basic earnings per share (HK cents) GRREARZF| B 22.69 21.11
Discontinued operations #RIFEE R
Profit for the year from discontinued operations 72 A1 B A JE(E 48 |48 & 275

attributable to the owners of the Company  FEFEGEETT)

(HK$’'000) - 12,583
Weighted average number of ordinary shares Btat 8 &I E A& F) 2 38 A% 0

for the purposes of basic earnings per share 9 E(T %)

('000 shares) - 2,818,891
Basic earnings per share (HK cents) BREREFGEW) - 0.45
Profit for the year attributable to the owners of 22 THEH A FE(E F ERIE GBI

the Company (HK$’000) Ft) 640,256 607,563
Weighted average number of ordinary shares Htat5 &A% E A F) 7 38 K0

for the purposes of basic earnings per share 9 & (T %)

('000 shares) 2,821,614 2,818,891
Basic earnings per share (HK cents) FREARZF GBI 22.69 21.56
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FEMBHRRME

29 Earnings Per Share (Continued)

(b)

Diluted

For the year ended 31 December 2012 and 2011, diluted
earnings per share were calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company are performance-
based share options. For the share options, a calculation is
done to determine the number of shares that could have been
acquired at fair value (determined as the average annual
market share price of the Company’s shares) based on the
monetary value of the subscription rights attached to
outstanding share options. The number of shares calculated
as above is compared with the number of shares that would
have been issued assuming the exercise of the share options.

29 wixEF(E

(b)

BB

ZERERAF

N—

e
HE-ZE——FR-T——F+-A=
T—HIFE  BREESENERY
BRITERR ZINET S ELRAER
HE WRBRERMEETEEEA
A% o RRAEZBIEES L BRANUERR
B ERE - EIREMS - 21EH
RIS AR TE R AR E 2 R &
BENETRITIEAABE(AERRFR
MEHFEMISRERET ) WE 2 RMHD
BEFE - EXFTE2RMHEE BER
HEREETENEETZIROBED
PEHIEEER o

—E-CEER
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AV HRRME

29 Earnings Per Share (Continued) 29 BREBRME
(b) Diluted (Continued) (b) #E(E)
2012 2011
—T——F —T——%
Continuing operations FEEEET
Profit for the year from continuing operations ~ ZAA G #EA A JE(RIF B L %%
attributable to the owners of the Company FEMNBEETIT)
(HK$’000) 640,256 594,980
Weighted average number of ordinary shares ~ shatE &R EAZF) 2 @A N
for the purposes of basic earnings per share & T L)
('000 shares) 2,821,614 2,818,891
Adjustments for share options (000 shares)  #EERR#EVEH 2 A2 (TR%) 15,000 21,189
2,836,614 2,840,080
Diluted earnings per share (HK cents) GRESERR (B 22,57 20.95
Discontinued operations RIFEEER
Profit for the year from discontinued operations 72 7B A JER 4% |48 & 275
attributable to the owners of the Company FEMBOEETT)
(HK$’000) - 12,5683
Weighted average number of ordinary shares ~ BLat B S E A ZF| 2 38 A% 1
for the purposes of basic earnings per share 98T %)
('000 shares) - 2,818,891
Adjustments for share options (000 shares) — ¥EERIEIEL 2 FHEE (T HL) - 21,189
- 2,840,080
Diluted earnings per share (HK cents) SREERF (B - 0.44
Profit for the year attributable to the owners of 22 BB A JE{G 4 E F5E
the Company (HK$’000) (BT IT) 640,256 607,563
Weighted average number of ordinary shares ~ BLat B SR E A ZF| 2 L8 A% N
for the purposes of basic earnings per share 98T %)
('000 shares) 2,821,614 2,818,891
Adjustments for share options (000 shares)  $IBEARREIEL 2 FHEE(THR) 15,000 21,189
2,836,614 2,840,080
Diluted earnings per share (HK cents) GRESERR (EWL) 22.57 21.39
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FEMBHRRME

30 Dividends 30 2

2012 2011
—T——F %
HK$’000 HK$'000
BT BT

Proposed final dividend of HK4.8 cents per ordinary & A& HA S G @A% 4.8 781
share (2011: HK4 cents) (ZZF—F 1 4%) 135,442 112,865
At a meeting held on 11 March 2013, the Directors proposed a final R-ZE—=F=ZA+—RA8fTzest =&
dividend of HK4.8 cents per ordinary share (2011: HK4 cents). This EEFTEARARETGRTER48BIU(=
proposed dividend is not reflected as a dividend payable in these T——F  GREBRABW) - IBEEZER
consolidated financial statements. BUREZSHREMBHREARBRBEMNR

B o

o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

31 Notes to the Consolidated Statement of 31 ZERERERMEE
Cash Flows
(a) Reconciliation of profit before income tax to (a) IBRFIEHAIFIBAEEEEEZ
cash generated from operations: ¥R -
2012 2011
—F—-F %
HK$’000 HK$’000
BT BT T
Profit before income tax $0BR B 4581 pu FH 786,036 755,851
Adjustments for: T -
— Depreciation (note 7) — WEPHET) 135,676 107,128
— Amortisation of leasehold land — THE i % At {sh A i 8
and land use rights (note 6) (FfF7E6) 4,542 3,660
— Amortisation of intangible assets (note 8) — B EEEN(MEs) 3,083 757
— Deferred government grant (note 19) — EIETAT R (B EE19) (473) (465)
— Gain on disposals of property, plant and — HERIEEEERYE
equipment of discontinued operations B K& e - (2,490)
— Loss on disposals of property, plant and — HEWE - BB MRS
equipment 518 5,485 4,569
— Share option scheme — Bt E
— value of services provided (note 17) — PR RGS 2 (BE
(MEE17) 959 3,136
— Share option scheme — BT S
— options lapsed (note 17) — BRI
(MHEE17) (1,514) (637)
— Share-based payment granted by the — EERPRRR A BRI ARG 1
ultimate holding company (note 17(b)) EREH S (BHE17(0)) 19,423 —
— Share of profits of associates — aEE R EIAE
(note 10) (FF5E10) (17,322 (19,204)
— Interest income — FRWA (6,192) (10,181)
— Interest expense — FBHX 15,046 49,370
Changes in working capital: BB EE)
— Inventories - 75 (90,480) 1,352,693
— Derivative financial instruments — TESRTEA 10,468 9,370
— Trade and other receivables (i) — B 5 RHM W) (679,925) 156,551
— Due from related companies — WA A RZIA 189,922 (687,809)
— Trade and other payables — B REMBEMAR (35,568) (489,115)
— Due to related companies — FERT AR N RIRRIE 9,238 (351,100)
Cash generated from operations KEEEZRE 348,404 882,084
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FEMBHRRME

31 Notes to the Consolidated Statement of 31 ZFEWERERMEE)
Cash Flows (Continued)
(a) Reconciliation of profit before income tax to (a) IBRFIEHAIFIBAEEEEEZ
cash generated from operations: (Continued) HEHRER : (&)

Note: FE -

0] For the year ended 31 December 2012, decrease in 0] HE-ZT——-F+=-HA=+—H
cash flows from operations was mainly due to increase IFFE  g2RenENRLE
in trade and other receivables. Included in such ZRRNE S KE M RE KA
increase, an amount of HK$315,147,000 represented e Bt e iEmERTRA
notes receivable issued and accepted by commercial MoEH R E R RE B
banks, which will be matured within 6 months and can 315,147,000 7T * #Z=HER /N E
be discounted upon request. A AR EAI AT fE 2 5KALIR o

(b) Proceeds from sale of property, plant and equipment (b) HEME - BERREMEFIESSE
comprise:
2012 2011
=25 —T——fF
HK$’000 HK$'000
BT BT T
Net book value disposed (note 7) HE 2 REFE(MHEET) 36,515 62,289
Loss on disposal of property, plant and HEME - BEMEEEE
equipment (note 23) (Mi5E23) (5,485) (4,569)

Proceeds from disposal of property, plant and  HEWE « BE &R MBS HIE

equipment 31,030 57,720
32 Contingent Liabilities 32 HARAEE
Save as the financial guarantees discussed in note 34, as at 31 BRMIGE34 Sm e REEERIN  RZE—ZF
December 2012 and 2011, the Group and the Company did not ;EZF——F+ZA=+—H AEEKXK
have any material contingent liabilities. N EERERKAEE -
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AV HRRME

33 Commitments 33 kiE
(@) Capital commitments (a) BERKIE
Group
FEE
2012 2011
—E—_-F —ZE——F
HK$’000 HK$’000
BT EEET T
Contracted but not provided for — purchases D aI#MEAREE — BEYE -
of property, plant and equipment s K& 120,267 89,776
The Company does not have any capital commitment as at RZE—ZFR_T——F+A=+
31 December 2012 and 2011. —H  ARBRBEATEARALE -
(b) Operating lease commitments (b) EEHERIE
The future aggregate minimum lease payments of the Group REEIRIE AT 2 L EHE AR
under non-cancellable operating leases are as follows: RIER 2 SRR ERIRLEMNT ¢
Group
FEE
2012 2011
—g—-% —T——%F
HK$’000 HK$'000
ERETT BT T
Not later than one year TiHE—F 5,879 8,176
Later than one year and not later than five BE—FETEBAT
years 7,027 19,626
12,906 27,802
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FEMBHRRME

34 Financial Guarantees 34 RUEER
The Group and the controlling shareholder of the associates has AN ER B R Bt N B AR IR SR 2k R % M B B A%
jointly and severally given guarantee to banks in respect of the TAREBE SRR RE LB 719,571,000 7T
banking facilities extended to the associates of the Group of (ZZ——%F : §9748% 528,556,000 7T) Z $R1T
approximately HK$719,571,000 (2011: approximately REFEER -R_ZT——F+-_A=+—8"
HK$528,556,000). As at 31 December 2012, bank loans of ZEBE N CIRIVEARARRIEROIEITE
approximately HK$540,141,000 (2011: approximately A BB 540,141,000 T( ZFE——% : 4
HK$470,581,000) being guaranteed by the Group to associates /%#? 470,581,000 7T) ° IRIBBEERE L1E
have been drawn down. Under the terms of the financial guarantee Ko AREE RSN FIEREE S BATER
contract, the Group and the controlling shareholder of the associates BE A REEERITESRBR SRS - BE
will make payments to reimburse the lenders upon failure of the EEERA °

guaranteed associates to make payments when the bank loans are

due.
Terms and face values of the liabilities guaranteed were as follows: EREBEZGRREERT :
Group
XEE
2012 2011
—E——f —E——%F
HK$’000 HK$’000
EETT BT T
Face value Face value
m=iE [Eifi=
Financial guarantee BERR
— bank loans drawn — BIREURITER 540,141 470,581
The method used in determining the fair value of these guarantees AREERERZ A ETEERHEE2.24R
has been disclosed in note 2.24. The fair value of these guarantees B - ERZANBEEM T RE

was immaterial.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AV HRRME

35 Related Party Transactions

Transactions between the Company and its subsidiaries have been

eliminated on consolidation. Transactions between the Group and

other related parties during the year are summarised below:

(a)

Transactions with related parties
The following transactions were carried out with related parties

35 FAEEARS

ARREAMBARMZRBERGEKE
W - AEEREMERTRNFAZRS
B

(a)

BB 22X 5

AT TS SRR T R BRI T B MEZ

in accordance with the terms mutually agreed by the BETZR S ¢
respective parties:
2012 2011
—B—-fF —E——%F
HK$’000 HK$'000
BT BT T
Sales to related parties: M EAE 7 S
— Controlled by the ultimate holding company — &4 3EA% A FFE ] 2,560,827 5,600,119
— Controlled by a substantial shareholder of ~ — H&AIER AR Z
the ultimate holding company FER TS 13,456 458,809
2,574,283 6,058,928
Purchases from related parties: m) B 5 B
— Controlled by the ultimate holding company — F& 43 A% A B 228,648 225,347
— Controlled by a substantial shareholder of ~ — FFIZRAFZ
the ultimate holding company FERREIE 188 45,856
— Controlled by a close family member of the — HIR&IEEIA A
ultimate holding company’s substantial F ERRR 2T
shareholder 3,056 -
231,892 271,203
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FEMBHRRME

35 Related Party Transactions (Continued) 35 FAMARS(E)
(a) Transactions with related parties (Continueq) (a) EHEABtAZ3ZS(E)
2012 2011
—B—-fF —E——%F
HK$’000 HK$’000
BT BT T
Rental expenses paid to a related party: MEAE: S TR ESMRE
— Controlled by the ultimate holding company — FE& 45 I &)1 2,489 4,038
Short-term borrowings received from the BT A RIBUS R BAE AR -
Finance Company:
— Controlled by the ultimate holding company — RS 4IZER% A 7] 234,308 —
Issues of bills through the Finance Company:  &Lm## A FIFHAZ 2 -
— Controlled by the ultimate holding company — FI &A% A &4 602,602 —
Discounted bills through the Finance KRS AR]
Company: ARIR 2 B
— Controlled by the ultimate holding company — F1S& A% A F1422 il 188,651 474,690
Interest income on deposits received from the B8 72 RIUREVT ZF BUA
Finance Company:
— Controlled by the ultimate holding company — B &A% A% 2 &142 H 4,491 634
Interest expense and bank charges paid to the [FIEF#5A &2 7 85 2 &
Finance Company: RITEMA -
— Controlled by the ultimate holding company — F &A% &4 H 5,572 10,214
Consideration paid to a related party for the ) Ba S 5 2 A
acquisition of a subsidiary: W BT B A RIRIRE
— Controlled by the ultimate holding company — F&AIEA% A 112 H - 88,694
Consideration received from a related party for ABAE:EH WELHEWE « BE K&
the disposal of property, plant and RAEHRE -
equipments:
— Controlled by a substantial shareholder of ~ — HFRIER AR Z
the ultimate holding company FERREZES - 27,180
Share-based payment contribution M%ﬁiﬁiﬁﬁ%
— Controlled by the ultimate holding company — F&# A% A B
(note 17 (b)) (P&E17(0)) 19,423 -
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AV HRRME

35 Related Party Transactions (Continued) 35 FAMEARS(E)
(b) Balances with related companies (b) EARAEATIZ456R
Group
FEME
2012 2011
—F--F —T—%
HK$’000 HK$’000
BRI BT
() Due from related companies: (i) FEUSAESE A B FE
— Controlled by the ultimate holding company — F&A& A% A &4 880,436 1,063,490
— Controlled by a substantial shareholder of — HFR&IL/R AT 2
the ultimate holding company Igﬂﬁﬁ? il - 5,714
— Controlled by a close family member of the — HEFEIER AT ETERER 2
ultimate holding company’s substantial AT %ll
shareholder - 1,154
880,436 1,070,358
As at 31 December 2012, the amount due from related R-ZF——F+-A=1+—0 EKH
companies including notes receivable of approximately BARRASREERRRENREE
HK$410,580,000 (2011: HK$464,442,000). 410,580,000 TL(=F —— % : B

464,442 0007T) °

Group
AEHE
2012 2011
—B—CfF —T—%
HK$’000 HK$'000
EETT BETT
(i) Due to related companies: (ii) FEASHBERS R A FRIE -
— Controlled by the ultimate holding company — H&#4% H R 12 137,419 123,158
— Controlled by a substantial shareholder of — F&AIERREZ
the ultimate holding company FEREIZES 247 4,045
— Controlled by a close family member of the — HEALFERZA T
ultimate holding company’s substantial FERR 2B
shareholder 1,948 3,173
139,614 130,376
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FEMBHRRME

35 A

(b)

35 Related Party Transactions (Continued)
(b) Balances with related companies (Continued)

As at 31 December 2012, the amount due to related

companies including notes payable of approximately

HK$36,293,000 (2011: HK$27,778,000).

The balances due from/to related companies are denominated
in RMB, unsecured, interest free and are repayable on
demand. No balance due from related companies is past due

BXH(E

EARABE AT 2 4568 (2)
N-ZE——F+=-A=+—H  ENES
Bt A R RIR R IS EN RIBO A
36,293,000 T (=ZF——F : B
27,778,0007T) °

FEUL, FEAT BA RS 1} B A5 BR A A R ¥ 5
B WAEER 28 BERELEE
& o B R AR R R A B A ehiE B SR

or impaired. g -
Group
XEE
2012 2011
—E—_F —ZE——F
HK$’000 HK$’000
BT BT T
(i) Short-term deposits in the Finance (iii) AR TS A B 2} BT
Company:
— Controlled by the ultimate holding company — E& 4R a1l 355,411 233,784
(iv) Bills have been issued but not yet due in  (iv) REF# A &2 FE(B EAREH
the Finance Company: E3E
— Controlled by the ultimate holding company — F &A% A% 2 7142 Hl 352,288 —
(v) Discounted bills receivable not yet due in -~ (v) REAFEA B2 BLER1E 4 R 21 R
the Finance Company: JEUREIE
— Controlled by the ultimate holding company — F & 432 f% A B 115,861 163,519
Save as discussed in note 9, the Company does not have PR EEQ Frat ol - KA B EL R HEE A AR

other balances with related companies.

EH M AR

36 Ultimate Holding Company 36 mIXEFRAT
The Directors regard Shunde Midea, a company incorporated in the BERIEEEN(RPBFEMKZ 2 AR A
PRC, as the ultimate holding company. BARPERAT]
ABRRERAT —B-—FFH
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FIVE-YEAR FINANCIAL SUMMARY

AFMGRHE

Year ended 31 December
BE+-A=t+—HLEE
2012 2011 2010 2009 2008
—E-IF —2——F —T-FF ZTThFE ZZTITN\HF
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
BT BT T BT T BT T BT T

Audited Audited Audited Audited Audited
Pt oA KEZ KEZ KEZ EEZ
Results £
Revenue A 7,787,502 10,490,373 7,235,360 4,960,958 5,310,310
Profit attributable to the owners ANAFIZEA A
of the Company R FIE 640,256 607,563 532,338 353,823 196,429
Assets and liabilities BEREBE
Total assets BEE 6,839,053 6,162,452 6,331,676 3,799,041 2,665,071
Total liabilities FEN=Er (3,785,799) (3,610,278) (4,356,372) (2,599,888) (1,830,524)
Total equity B 3,103,254 2,552,174 1,975,304 1,199,153 834,547
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